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THE ADVERTISING 
PUZZLE: FITTING THE 
PIECES TOGETHER 


Scramble. : 


When your dealership suffers a check on the spot to cover your 
major loss from fire, hail, flood or entire loss. 
other disaster, the last thing you No drawn-out battles. No red 
need is an insurance company with tape. Just quick action on the money 
slow reactions. At Universal you need to get your business 
Underwriters, we’re trained to come going again. 
to your aid. Quickly. Universal Underwriters. We’re on 
Within hours of your call, our full alert 24 hours a day with the 
Major Loss Team is on the scene most complete dealership coverage 
evaluating your losses. Handling your money can buy. Call 
all details including salvage. And 1-800-821-7803 toll-free today for 
more times than not, we write a more details. Ask for Lynn Forde. 


W 


The Specialists. 


A Member Company of the Lynn Insurance Group 


E. M. Lynn, President 
5115 Oak, Kansas City, Missouri 64112 ' 


Dealers are well-acquainted with 
the damage high interest rates and 
soaring inflation are doing to the 
automotive industry. Efforts to 
lower interest rates and control in- 
flation take top priority in the Na- 
tional Automobile Dealers Associ- 
ation’s battle for dealer survival. 

But the fight against federal reg- 
ulations should not be forgotten. 
In 1970, the Federal Register con- 
tained more than 20,000 pages of 
regulations. By 1980, that number 
had grown to more than 87,000 
pages. 

Among this mass of burdensome 
regulations are two of particular 
importance to dealers: the Federal 
Trade Commission’s used car rule 
and the National Highway Traffic 
Safety Administration’s passive 
restraint standard. In both cases, 
the final verdict is still in question. 

The FTC on August 14 approved 
a final used car rule requiring 
dealers to disclose if a warranty is 
offered, its terms and duration, 
and to list known defective compo- 
nents of major systems. NADA and 
several of its dealer directors im- 
mediately filed suits in appeals 
courts in New York City and the 
District of Columbia challenging 
the FTC’s action. 

At the same time, NADA began 
blitzing Capitol Hill for support of 
two resolutions calling for a legis- 
lative veto of the rule—S. Con. Res. 
33 introduced by Sen. Larry 
Pressler (R-SD), and H. Con. Res. 
178 introduced by Rep. Gary Lee 
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Regulatory Relief 


(R-NY). Congressional support is 
building and dealers are adding to 
the momentum by contacting their 
senators and representatives at 
home and in Washington for their 
support. 

In the case of passive restraints, 
scheduled to go into effect in 1982 
and 1983, NHTSA is considering 
alternatives to the standard but 
has not announced a final rule. Ac- 
cording to a NHTSA spokesman, 
the decision is on Administrator 
Ray Peck’s desk and is expected to 
“sit there for awhile.”’ 

A hopeful note— and perhaps an 
indication of which way the wind is 
blowing at NHTSA—is that the 
agency is giving more attention to 
promoting use of existing seat belts 
in cars, an action NADA has long 
encouraged. This fall, NHTSA is 
launching a national campaign to 
increase seat belt use. NADA sup- 
ports the federal program and jis 
exploring a possible joint cam- 
paign with auto manufacturers. 

But dealers. cannot continue to 
play the regulatory waiting game. 
Back in April, the administration 
announced cancellation or revision 
of more than 30 regulations affect- 
ing the industry, a move it said 
would save the industry $1.3 billion 
over the next five years and con- 
sumers more than $8 billion. But 
very little has actually been done. 

While NHTSA has acted on 
about half of the regulations it sub- 
mitted in April as part of the ad- 
ministration’s relief package, most 
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of the regulations were insignifi- 
cant, even in the opinion of the 
Department of Transportation. 
NHTSA has revoked a require- 
ment for new safety performance 
standards and labeling of auto bat- 
teries. Information requirements 
on tire reserve load capacity are in 
the process of being eliminated. 
Theft protection standards have 
been revised to exempt walk-in 
vans from key-in-ignition warning 
requirements. But a rule such as 
the passive restraint standard that 
could save consumers substantial 
amounts per car if revoked—an 
estimated $800-$1,100 savings for 
air bags and $108 to $350 for 
passive belts— remains undecided. 

The auto industry is struggling 
to survive a slow economic period 
that is lasting longer than ex- 
pected. The word from the admin- 
istration and Congress is that help 
is on the way to bring down in- 
terest rates and curb inflation. 

Regulatory relief, however, must 
be provided by the agencies, and 
they must act quickly. Each year, 
federal regulations are helping put 
the price of new cars out of the 
reach of more and more Ameri- 
cans. 

Regulatory relief—a rejection of 
the overly burdensome used car 
rule and the costly passive re- 
straint standard among others—will 
give the industry a much-needed 
lift. It’s time for the regulatory 
agencies to make good on their 
April promises. yi) 
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xcise tax legislation. 

Victor “Vic” Salvino, the 

1981 Truck Dealer of the 
Year, traveled to Washington, DC, 
during late September to rally 
Congressional support for federal 
excise tax legislation. While in the 
Capitol, Salvino met with four dis- 
tinguished fellow Texans: Sen. 
John Tower, Sen. Lloyd Bentsen, 
Rep. James Collins, and Rep. J. J. 
Pickle. 

Currently, dealers pay 10 per- 
cent of the wholesale value of the 
vehicle and 8 percent of the whole- 
sale value of parts at the time of 
purchase from the manufacturer. 
“Because trucks are sitting on 
dealers lots for longer and longer 
periods of time—from 120 to 180 
days—dealers are faced with the 
burden of financing both the cost 
of the truck and the cost of the 
tax,” Salvino says. 

Rep. Pickle’s bill, H.R. 2936, and 
S. 1320, introduced by Sen. John 
Heinz of Pennsylvania, would 
change the point of payment from 
the wholesale to the retail level for 
trucks, trailers, and parts. The 
new tax would be 10 percent of 90 
percent of the retail price of the 
vehicle and 8 percent of 75 percent 
of the retail price of parts. 

“High interest rates are crip- 
pling dealers,” Salvino says. “It’s 
the worst problem facing the in- 
dustry. This legislation is needed 
to relieve some of the presure.” 

Salvino’s dealership, Texas 
Kenworth in Dallas, is the largest 
Kenworth dealership in the 
United States. He also operates 
Kenworth dealerships in Forth 
Worth, Longview, Texarkana, and 
Waco, TX; Oklahoma City and 
Tulsa, OK; and Shreveport, LA. 

Salvino is chairman of the Texas 
Truck Dealers Division of the 
Texas Automobile Dealers Associ- 
ation, director at large of the Tex- 
as Motor Transportation Associa- 
tion, and vice-president and direc- 
tor of the Sand and Gravel Motor 
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Carriers Association. 
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Fuel taxes jump. More states 
passed motor fuel tax increases 
this year than ever before, accord- 
ing to the Highway Users Federa- 
tion. Out of the 40 state legislatures 
that considered tax measures in 
1981, 19 states raised motor fuel 
charges. In addition, Oregon and 
Arizona have increases slated for 
January, 1982, and California’s 
tax hike on motor fuel will take ef- 
fect in 1983. 

Nevada’s motor fuel tax was 
raised for the first time in 26 years 
when Governor Robert List ap- 
proved a 4.5-cent increase per gal- 
lon for 1981, with a further 1.5- 
cent hike slated for 1982. This is 
the greatest increase passed by a 
state this year. Wisconsin enacted 
the second-highest state fuel tax 
increase, a 4-cent-per-gallon hike. 
The highest per gallon tax is le- 
vied by Michigan, which charges 
motorists 15.8 cents. 

These tax boosts are due largely 
to an ironic twist in America’s mo- 
tor fuel consumption. Conserva- 
tion of gasoline, coupled with pur- 
chases of more fuel-efficient vehi- 
cles, has cut into highway funding. 
Income from motor fuel taxes—the 
main revenue source for roads and 
streets—has decreased while trav- 
el has grown or remained stable. 

Because good roads are crucial 
to efficient fuel use, safe driving, 
and a healthy economy, many 
states have responded to the drop 
in revenue by raising motor fuel 
taxes. Besides the hikes this year, 
11 states and the District of Co- 
lumbia raised taxes in 1980 on 
gasoline, diesel fuel, or both. 


kn 


Dealer Candidate Academy 
to commence. Class VII of the 
Dealer Candidate Academy is 
scheduled to begin January 4, 
1982 with two weeks of home 


study. On January 18, students 
will attend the first of eight weeks 
of classroom sessions scheduled 
throughout the year. 

Sixty-three students enrolled in 
the program during 1981. Since 
the Academy began in January of 
1979, a total of 44 dealer succes- 
sors have completed the program, 
with 18 more candidates due to 
graduate this month. 

Current tuition is $5,000, not in- 
cluding travel, room, and board. 
To enroll your son, daughter, or 
other candidate, please return the 
Business Reply Card located be- 
tween pages 6 and 9 of this issue, 
or call John Clancey, Academy 
Administrator, at (703) 821-7216. 
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NIASE introduces decal. The 
National Institute for Automotive 
Service Excellence has a new, two- 
color decal available. The 12 x 
17-inch decal bears a replica of 
the NIASE outdoor sign and the 
words: “Look for this sign for 
competent auto repair.” It is in- 
tended to make as many con- 
sumers as possible aware of 
the NIASE program. The attrac- 
tive decals can be purchased in 
“shrink packs” of 100 for $100. 
Individual decals cost $1.50 
each. 
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Ad contest. The sixth annual 
automotive TV commercials com- 
petition is being sponsored by the 
Television Bureau of Advertising 
and NADA. The contest is open to 
NADA members, state and local 
dealers associations, and ad agen- 
cies. Entries should be submitted 
by December 11 to Walter Vetter, 
Television Bureau of Advertising, 
485 Lexington Ave., New York, 
NY 10017. Awards will be pre- 
sented at the NADA Convention in 


Atlanta, GA, February 20 to 23, 
FE 


1982. 
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That’s Right! Hundreds of New Car Dealers 
are reaping sizeable additional profit dollars 
from a “TekTor Program in their Dealership. 
“TekIor is your consistent partner in profits 
and the experienced leader in sealant pro- 
ducts and programs for Dealer Application. 
We have individually tailored sales programs 
that will work for you, and a complete line of 
warranted car care products that keep your 
bottom line profits growing. 

You, the Dealer, control all the advantages of 
a “TekIor Center in your Dealership. NO 
FRANCHISE FEES. NO SNAGS. NO ADDI- 
TIONAL FACILITIES OR OVERHEAD 
REQUIRED. A service bay conversion to a 
“TekIor Center becomes the single most pro- 
fitable space in your Dealership. And we train 
your people to do all the labor professionally. 
Some distributors in key markets offer full 
installation services as well as state of the art 
equipment for large volume dealership 
accounts. 

“Teklor works “smarter” for the continued 
success of our family of Dealerships, and we 
invite you to call us today toll-free for all the 
facts. We offer realistic solutions that work 
when you need them. 

Catalogs and samples available on written 
request. 


Adds Profit Dollars 
To Each 
New Car Sale. 


PS...‘TekTor Needs People! 


We need General Agents, Credit Life and 
Service Contract Sales Representatives who 
already have experience in working Dealer- 
ship accounts, and could represent ‘TekTor 

in several major cities and selected growth 
areas. “TekTor already employs many success- 
ful industry reps who work with us, enjoying 
excellent training programs, incentives and 
secure career benefits. 


Each passing month continues to be our best 
yet! This should indicate the acceptance of 
“TekTor products and programs nationally. 
And we need you, the talented professional, 
right now! We want people who would estab- 
lish a committment to success and share in 
our fantastic growth opportunities. Distribu- 
tors and Key Dealerships also being sought. 
Call Dave Searcy today. Or send us your 


requirements and ask us about your advant- 
ages with “TekTor. 


Small size, mid-size, 
any Size... 
GM Dealers can do itall. 


No matter what size cars or trucks you have in your 
inventory, GMAC has a plan to finance your retail sales, leasing 
or rental activities. From subcompacts all the way up to 
off-highway equipment. And everything in between. 

GMAC gives you a consistent purchase policy. Flexible terms. 
A network of offices coast to coast. Fast, dependable service. 

We know you've heard this all before. But perhaps some of 
your prospects haven't. So wrap up every sales pitch with this 
simple reminder: GM Dealers can do it all. site 


FINANCING 


Complete Dealer 
Financing Services 
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SERVICES CORP. 
BOARD OF DIRECTORS 


Wendell H. Miller, Binghamton, NY 
George W. Lyles, High Point, NC 
Marvin D. Hartwig, Iowa City, LA 
William C. Turnbull, Huntington, WV 
George S. Irvin, Denver, CO 
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The Lending Act: 
Simplification Has Helped 


Recent changes in 
11 gegutation Z of the 
Truth -in- Lending Act 
should make life easier for 
auto dealers and other 
small creditors. 
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Automatic Car Washes: 


Cleaning Up With Style 


What were once re- 
BPD varied as luxuries 
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looked upon as indispens- 
able sales and 
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State of Virginia sues Toyota 
distributor and dealers 


A reader asks: 


Mid-Atlantic Toyota, the distributor, and all Toyota dealers in 
Virginia have been named in a lawsuit that seeks consumer 
reimbursement for alleged forced sales of “protective packages.” The 
“protective packages,” which included undercoating, soundproofing, and 
exterior finishes, were allegedly placed on virtually all Toyotas sold in 
Virginia. The suit claims that this practice forced customers to pay an 
additional $500 or more per vehicle whether the extras were desired or 
not. 

Virginia’s suit will probably be consolidated with similar suits already 
filed by Pennsylvania, Delaware, Maryland, West Virginia, and the 
District of Columbia. 


More and more of my customers are trying to get out of their contracts 
to buy cars from me. Some of these people are saying they have a legal 
right to “rescind” the sales, even when there is absolutely nothing wrong 
with the cars. Do I have to let these people duck out of their contracts? 


There are a few instances in which a customer may be legally excused 
from a contract. 

A Federal Trade Commission rule provides that a consumer has three 
business days in which to rescind or cancel a sale made in or around his 
or her home. This rule affects all door-to-door sales of consumer goods 
over $25 in value, but it does not apply when prior negotiations take place 
at a business and a contract is merely signed later in the home. Also, the 


rule does not apply to transactions through the mails or over the telephone. 


In the vast majority of cases, this rule does not affect dealers. 

The federal Truth-in-Lending Act provides that a consumer may 
rescind any installment sales contract within three days when financing 
arrangements create a security interest in a principal residence. Again, 
this provision rarely affects dealers. 

State laws may, however, permit a customer to “revoke acceptance” of 
defective goods. This revocation cancels the sale. The Uniform 
Commercial Code (UCC) allows a buyer to rescind a sale under certain 
conditions. Generally, a seller has the right to try to correct problems 
before the contract is rescinded. 

State law should always be consulted in the sales area, because a 
consumer’s right to cancel transactions often exists under state common 
law or general contract law in the event of duress, fraud, breach of 
warranty, unconscionability, immature age, or mental incompetence. A 
state statute, such as the Uniform Consumer Credit Code (UCCC), may 
provide additional consumer remedies. 

A customer may later be sorry about entering into a sales contract but, 
unless the car is mechanically defective, being sorry is not enough to 
cancel contract obligations. Check with your lawyer if you have specific 
questions. 


This column is prepared exclusively for automotive executive by the Legal Division of the National Automobile Dealers Association. All comments or questions 
pertaining to this column should be mailed to: Legal Briefs, automotive executive magazine, 8400 Westpark Dr., McLean, VA 22102. 
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FTC adopts final used car rule; 
NADA takes legal action 


No “dealer act” relief for 
purely financial woes 


On August 14, the FTC published a final Used Motor Vehicle Trade 
Regulation Rule (46 FR 41328), which will be effective six months after 
90 consecutive legislative days. Under the final rule, a “Used Car Buyers 
Guide” form must be properly completed and affixed by the dealer on the 
side window of a used vehicle, before the vehicle is offered for sale to a 
consumer. 

The dealer must disclose on the “Used Car Buyers Guide” whether or 
not a written warranty is offered with the vehicle. If such a warranty is 
offered, the dealer must disclose whether the warranty is “full” or 
“limited;” the vehicle systems covered; the duration of the warranty; and 
the amount the dealer will pay, expressed as a percentage, for repairs to 
covered systems which fail during the warranty period. If, after 
negotiations, the dealer and the consumer agree to changes in warranty 
coverage, such changes are to be noted on the form. 

In addition, the dealer must disclose whether there are any known 
defects in major systems. The known defects that must be disclosed are | 
listed on the reverse side of the “Used Car Buyers Guide,” and detailed 
standards for defining “defect” are set forth in the rule. For purposes of 
the rule, the dealer has knowledge of a defect if he, his agents, or 
employees have obtained facts or information about the condition of a 
vehicle which would lead a reasonable person to conclude that the 
vehicle contains one or more of the defects listed in the “Used Car Buyers 
Guide.” The dealer may obtain knowledge of a defect from observation of 
the vehicle, inspection, a previous owner, the seller at an auction, an 
appraiser, or other sales agent. 

NADA considers the rule to be overly complex, ambiguous, and 
burdensome, particularly the provisions for disclosure of known defects. 
Additionally, NADA objects to the manner in which the rule was promul- 
gated. 

Accordingly, NADA responded to issuance of the rule by commencing 
legal action. On August 18, all NADA Directors from the states of New 
York, Connecticut, and Vermont joined in a suit against the FTC, filed in 
the U.S. Court of Appeals for the Second Circuit, located in New York 
City. In addition, NADA filed suit August 19 in the U.S. Court of 
Appeals for the District of Columbia Circuit. Subsequently, NADA filed 
a motion to transfer the D.C. case to the Second Circuit. 

In addition, by correspondence dated August 19, NADA President 
Miller advised Vice-President Bush and other high-ranking 
administration officials of issuance of the rule. This letter concluded by 
requesting prompt assistance from the administration. NADA is 
carefully considering legislative action to veto the rule and the 
possibility of filing a motion for reconsideration with the FTC, after 
Reagan appointees to the Commission take office. 


The United States District Court for the District of Colorado has 
rejected a dealer’s claim of bad faith and coercion under the federal 
Dealer’s Day In Court Act (Good Faith Act), finding instead that 
economic conditions and poor management were the causes of the 
premature termination of the Chrysler franchise (Howard v. Chrysler 
Corp., No. C-5536, D. Colo.). 

The dealership was established in 1968 under the Chrysler Dealership 
Enterprise Plan. After a successful initial start, the business faltered 
during the economic downturn in the fall of 1969. In March, 1970, the 
dealership was terminated and the dealer sued Chrysler alleging that 
the economic problems of the dealership resulted from Chrysler’s 
coercion and intimidation. 

The district court was not persuaded that the generally poor economic 
conditions and the trouble with cash flow at the dealership resulted from 
Chrysler’s “bad faith.” Thus, the dealer was denied recovery under the 
federal Dealer’s Day In Court Act. AE 
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€¢ You'd expect The Associates to know how to finance trailers... 
but they have a sales savvy second to none! 99 


Bruce Myers 
Utility Trailer Sales 
San Leandro, CA 


“As one of the nation’s largest dealers, we move a lot of 
trailers every month. But, we know it takes more than a 
great product, top facilities, and a smart sales approach. 
It takes a ‘partnership’ relationship with our financing 
' source; it takes money know-how as well as an 
understanding of customer problems. The Associates 
may be the finance pros, but they have a sales Savvy 
second to none. Ever since we went into business, 
we have relied on them to give us both the financial 
and business support we need. Frankly, we just 
couldn't have grown as fast or as solidly without 


The Associates 

Truck/Trailer Financing & Leasing 
55 East Monroe Street 

Chicago, IL 60603 

Call toll-free 800-621-5226 
In Illinois, call collect (312) 781-5800 


40 offices to serve the transportation 
industry 


ASSOCIATES 


t Associates Corporation of North America 
The Associates: ® aGulf + Western Company 
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fter two years of drafts, 
redrafts, comments, 
public hearings, and 


seemingly endless meetings, the 
Federal Reserve Board has 
streamlined Regulation Z of the 
Truth-in-Lending Act. This is the 
first major revision of the statute 
Since its enactment in 1968. 

In 1979, Congress directed the 
Fed—the agency charged with the 
responsibility for determining the 
scope and breadth of the Truth-in- 
Lending Act—to streamline the 
provisions of Regulation Z. Regu- 
lation Z is one of a series of rules 
issued by the Fed to implement the 
Truth-in-Lending Act. A revision 
has been sorely needed: creditors 
have long suffered with stringent 
and severe Truth-in-Lending pe- 
nalties, even when the violation 


lt Helped The 


Dealer 


was unintentional. Needless to 
say, Regulation Z, as it was being 
construed by the courts, represent- 
ed a major source of concern for 
dealers. 

The goal of this simplification 
was the elimination of needless 
and confusing disclosures. The 
Fed estimates that easing the 
Act’s disclosure requirements will 
eventually save $600 million per 
year. Best of all, it should lead toa 
lessening of consumer-related 
Truth-in-Lending litigation, 
which has plagued the auto indus- 
try for years. 

The new Truth-in-Lending pro- 
visions became effective April 1, 
1981, although compliance is op- 
tional until April 1, 1982. Until 
then, dealers may comply with 
either the current rules or the re- 


by NADA Legal Group 


vised ones. However, dealers may 
not “mix and match” disclosures in 
an individual credit transaction 
during this transitional period. 
Postponing compliance until April 
1, 1982, gives dealers time to make 
any necessary revisions in their 
sales contracts and other credit 
forms. 

The following is a discussion of 
the most significant changes to 
dealers brought about by the new 
Regulation: 


Definition of “Creditor” 


In discussing any changes in 
Regulation Z, one must first look 
at the definitions section. The defi- 
nitions establish liability under 
the Act. Under the old Act, an “ar- 
ranger of credit” was a “creditor” 
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and therefore subject to its provi- 
sions. Under the revised Regula- 
tion, however, arrangers are not 
regarded as creditors. 

This represents a significant im- 
provement over the old regulation. 
Generally, a dealer will not be con- 
sidered a “creditor” unless the ob- 
ligation is initially payable to the 
dealer on its face. Therefore, if the 
agreement with the financial in- 
stitution is such that the institu- 
tion is the payee on the face of the 
instrument—or contract of sale 
—then the dealer is not considered 
a creditor and is not liable under 
the Act. 


Cash Price 


“Cash price” is defined in the re- 
vised Regulation Z as: “...the 
price at which a creditor in the or- 
dinary course of business offers 
to sell for cash the property or ser- 
vice that is the subject of the trans- 
action. At the creditor’s option, the 
term may include the price of acces- 
sories, services related to the sale, 
service contracts and taxes and fees 
for license, title and registration. 
The term does not include any fi- 
nance charge.” (Emphasis added.) 

Under the revision, “cash price” 
is not a required disclosure, but 
rather a starting point in calculat- 
ing the amount financed. The 
“cash price” does not include any 
part of the finance charge. Incid- 
ental charges related to the sale 
may be included in the “cash 
price.” Specifically, “accessories, 
services related to the sale, service 
contracts and taxes and fees for li- 
cense, title and registration” may 
be included. According to the pro- 
posed Official Staff Commentary— 
the Fed’s interpretation of how 
Regulation Z is to be applied—ser- 
vice contracts may be included in 
“cash price,” even if considered a 
form of insurance under state law. 


Consummation 


Regulation Z now defines “co- 
summation” as:“... the time that 
a consumer becomes contractually 
obligated on a credit transaction.” 

As indicated in both the pream- 
ble to the revised Regulation Z and 
the Official Staff Commentary, 
“consummation” occurs only when 
the consumer becomes contractu- 
ally obligated on the credit trans- 
action. The time at which a consu- 
mer becomes contractually obli- 


gated on a purchase does not deter- 
mine when consummation occurs 
for Truth-in-Lending purposes, so 
long as there is no credit obliga- 
tion. 


The question of whether dealer 
acceptance of a nonrefundable 
deposit constitutes “consumma- 
tion” is squarely addressed in the 
revised Regulation Z and resolved 
in favor of the dealer. Both the 
preamble to the revision and the 
proposed Official Staff Commen- 
tary adopt the position long advo- 
cated by NADA. 


The new regulation reads: 
‘... When a consumer pays a non- 
refundable deposit to purchase an 
automobile, a sales contract may 
have arisen. However, a consum- 
mation for Truth-in-Lending pur- 
poses does not occur unless the 


‘ 


“The simplification 
will loosen the 
regulatory bonds 
attached to credit 
practices.” 


consumer also contracts for fi- 
nancing at that time.” 

The revised definition of “con- 
summation” is a significant depar- 
ture from the previous definition 
and of clear benefit to dealers. The 
determination of the time at which 
a contractual obligation to pur- 
chase arises and the timing of any 
state credit disclosures remain un- 
der state law. 


Security Interest 


The new definition of “security 
interest” specifically excludes in- 
cidental interests. Examples of 
incidental interests are “interests 
in proceeds, accessions, additions, 
fixtures, insurance proceeds 
(whether or not the creditor is 
a loss payee of beneficiary), pre- 
mium rebates or interests in after- 
acquired property.” In this regard, 
the definition is consistent with 
both the Supreme Court decision 
in Anderson Brothers Ford v. Va- 
lencia, 49 LW 4635 (1981),and a 
Fed staff interpretation proposed 
in September, 1980, which was 
supported by NADA. 
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General Disclosure Requirements 


Regulation Z now requires that 
closed-end credit disclosures meet 
all of the following criteria: 

(1) Terms of the contracts must 
be clearly and conspicuously dis- 
closed in writing and in a form the 
consumer may keep. 

(2) The disclosures may be set 
forth either in a separate docu- 
ment or included in documents 
containing other terms. If the lat- 
ter, the disclosures must be separ- 
ated from other items, such as by 
outlining them in a box or with co- 
lumn rules. The proposed Official 
Staff Commentary also suggests 
using a different color background 
or type style. 

(3) No information shall be in- 
cluded that is not “directly relat- 
ed” to the required disclosures, 
with the exception of an acknowl- 
edgment of receipt, transaction 
date, and the consumer’s name, 
address, and account number. 

(4) Itemization of the finance 
charge must be separate from the 
other disclosures. 

(5) The terms “finance charge” 
and “annual percentage rate” 
shall be more conspicuous than 
any other disclosure, except for the 
creditor’s identity. 


Model Forms 


Because dealers and other small 
businessmen often incur high 
costs in preparing their credit sale 
forms, Congress asked the Fed to 
develop model forms that creditors 
could easily use. The new version 
of Regulation Z contains model 
forms for closed-end credit disclo- 
sures, including forms for credit 
sales, loans and itemizations. 

The use of the model forms is op- 
tional. Any creditor who uses 
these forms will be deemed to be in 
compliance with Federal Truth- 
in-Lending requirements, as long 
as the forms are completed proper- 
ly. Creditors may delete unneces- 
sary items from a form or rear- 
range its format, provided such 
changes do not affect the sub- 
stance, clarity, or meaningful se- 
quence of the required disclosures. 


Timing of Disclosures 


With regard to the timing of dis- 
closures, Regulation Z now re- 
quires the creditor to make the dis- 


closures prior to “consumma- 
tion”—the time the consumer be- 
comes contractually obligated on 
the credit transaction, as deter- 
mined by state law. 

The new Regulation also pro- 
vides that if any information nec- 
essary to make an accurate disclo- 
sure is unknown to the creditor, 
the creditor is required to make 
the disclosure based on the best 
available information and state 
that the disclosure is an estimate. 

If a disclosure becomes inaccu- 
rate due to an event that occurs af- 
ter disclosure, such inaccuracy is 
not a violation of Regulation Z. Re- 
disclosure is required only when 
early disclosures are rendered in- 
accurate by an event that occurs 
prior to “consummation.” If the 
APR varies by Y of 1 percent or 
more in a regular transaction, re- 
disclosure is also required. 


Specific Disclosure Requirements 


The specific disclosure require- 
ments for closed-end credit trans- 
actions are set forth in Regulation 
Z. In brief, the following disclo- 
sures, if applicable to the transac- 
tion, must be made: 

(1) The identity of the creditor. 

(2) The “amount financed.” If 
the consumer requests an itemiza- 
tion, this must be provided on a se- 
parate document. 

(3) The “finance charge.” 

(4) The “annual percentage 
rate.” 

(5) The variable rate, if applica- 
ble. 

(6) The “payment schedule,” i.e. 
the number, amounts, and timing 
of payments. 

(7) The “total of payments.” 

(8) The demand for payment fea- 
ture, if any. 

(9) The total sale price, i.e. the 
sum of the cash price, other 
amounts financed and not part of 
the “finance charge,” and the “fi- 
nance charge” itself. 

(10) The prepayment penalty, if 


any. 

(11) The late payment penalty, 
if any. 

(12) The security interest. 

(13) Insurance. 

(14) Certain security interest 
charges, such as insurance in lieu 
of perfecting a security interest. 

(15) Sales contract reference. 

(16) Whether maintenance of 
any deposit is required. 

The new Regulation requires 


that some of the information be 
disclosed in a manner similar to 
the descriptive phrases used in the 
Regulation. For example, the “fi- 
nance charge” must be disclosed 
using that term, together with the 
statement “the dollar amount will 
cost you.” 

Another change worth noting is 
that “required deposit” is no 
longer used in the computation of 
the APR. Disclosure of required 
deposit is now limited to a state- 
ment that the APR does not reflect 
the deposit. 


Effect on State Laws 


According to the law, state re- 
quirements that are inconsistent 
with Federal Truth-in-Lending re- 
quirements are preempted to the 
extent of the inconsistency. A 


“Creditors have long 
suffered with 
overly stringent 
Truth-in-Lending 
penalties.” 


state law is deemed inconsistent if 
it requires a creditor to make dis- 
closures or take actions which con- 
tradict the Truth-in-Lending Act. 
A state law is also contradictory if 
it requires: (1) the use of the same 
term to represent a different 
amount or different meaning than 
the Federal laws; or (2) the use ofa 
term different from that required 
by Federal law to describe the 
same item. 

For example, if a “finance 
charge” under state law either in- 
cludes fees which are excluded by 
Federal law or excludes fees in- 
cluded under Federal law, the 
state law definition of “finance 
charge” would be preempted. 

Any creditor, state, or other in- 
terested party may request the 
Fed to determine whether a partic- 
ular state law is inconsistent. The 
procedure for such a request is de- 
scribed in the Regulation. 

Until such time as the Fed 
makes a determination that a par- 
ticular state law is inconsistent, 
there are two basic options. The 
safest route for a creditor to take is 
to fulfill the disclosure require- 


ments set out by Regulation Z and 
give further disclosures, if any, as 
required by state law. Creditors 
who are particularly knowledgea- 
ble on the finer points of the regu- 
lations may choose to apply the 
Federal preemption standards to 
state law and omit what they con- 
sider to be “inconsistent” state dis- 
closures. In this case, the creditor 
is gambling that his interpreta- 
tion of the law will be backed by a 
subsequent Fed ruling. The credi- 
tor is not immune from violations 
of state law if the Fed later deter- 
mines that state law is not 
preempted. 


Consumer Leasing Provisions 


As part of its revisions of Regu- 
lation Z, the Fed has removed the 
consumer leasing provisions from 
the Regulation and issued them as 
a separate rule—Regulation M. 
This transfer will not require les- 
sors to amend their forms or alter 
their current methods of opera- 
tions, because almost no changes 
were made in the rule covering 
consumer lease transactions. The 
Fed is considering asking Con- 
gress to simplify the Consumer 
Leasing Act at some time in the fu- 
ture, but no action is expected be- 
fore the end of the year at the earli- 
est. 


Conclusion 


The revisions in the Truth-in- 
Lending Act are intended to ease 
the problems that face auto deal- 
ers and other small suppliers of 
consumer credit by making disclo- 
sure requirements simpler. Con- 
gress and the Federal Reserve 
Board have gone a long way to- 
ward attaining this goal. Dealers 
may have some problems comply- 
ing with both Federal and state re- 
quirements at first, but as the gray 
areas of the various laws are fur- 
ther examined by the courts, deal- 
ers should find the new Regulation 
Z much easier to live with. 

The simplification will loosen 
the regulatory bonds attached to 
the credit practices of dealers, 
removing much of the confusion 
from a complicated area of law. If 
dealers can survive the short-term 
problems associated with the dual 
requirements (state vs. Federal 
disclosures), the long-term picture 
for Truth-in-Lending looks consid- 
erably brighter. -E 
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SCONOMIC WE 


I n compliance with President 
Reagan’s tax package, the 
Federal Home Loan Bank 
Board authorized banks and sav- 
ings and loans to start offering “all 
savers’ certificates October 1. The 
“all savers’? program, which is to 
be effective through December 31, 
1982, allows banks and thrifts to 
offer customers one-year certifi- 
cates with a yield of 70 percent of 
the average interest rate on the 
most recently issued one-year 
Treasury bills (initially 12.61 per- 
cent). 

The first $1,000 an individual 
earns in interest on the certificates 
($2,000 for a couple) will be tax 
free. Certificates are issued in 
denominations as low as $500. 

The “all savers’’ certificate is 
most beneficial to middle and 
upper-middle income people— 
those with taxable incomes above 
$36,000. Savers must be in a 
relatively high tax bracket (about 
30 percent) for the tax savings to 
compensate for a return which is 
lower than that currently available 
from other savings alternatives. 


The Purpose 


The “all savers’? plan was de- 
vised to help savings and loan as- 
sociations attract funds. During 
the first seven months of 1981, 
thrift institutions had a net out- 
flow of some $265 billion in funds. 
In the current market, the cost to 
thrifts of raising funds greatly ex- 
ceeds the income they have been 
receiving from their portfolios of 
old, low-yielding mortgages. 

The U.S. League of Savings As- 
sociations predicts that about $200 
billion will be attracted to the “all 
savers’’ certificates, substantially 
reducing the money costs of S & L’s 
and banks. Savings institutions 
may still lose money next year, and 
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a number of S & L’s will probably 
close, but the program, in general, 
should benefit these institutions. 
The inclusion of banks into the “all 
savers’’ program may lessen the 
benefits to S & L’s, however. 

Banks and thrifts are required to 
devote 75 percent of the money 
raised by the certificates to housing 
or agriculture. This provision was 
originally thought to be a method 
to aid those depressed industries. 
Most economists, industry ana- 
lysts, and lenders, however, con- 
tend that this will not be the case. 
Due to the short-term nature of the 
“all savers’’ certificates, and the 
various loopholes in the law, most 
of the money raised by the certifi- 
cates will go into short-term in- 
vestments rather than new 
mortgages. 

Lenders are reluctant to make 
long-term loans with money that 
will be around for only 15 months 
or so. In addition, the definition of 
housing-related loans is so broad 
that lenders can avoid first mort- 
gage altogether. Under the law, 
they can purchase mortage-backed 
securities and short-term notes 
from housing agencies. 

Recently, the Federal National 
Mortgage Association (FNMA) an- 
nounced that it will issue special 
one-year securities that banks and 
S & L’s can buy with “all savers’’ 
proceeds. These securities qualify 
as residential financing invest- 
ments, and give banks and S & L’s 
an easy, profitable way to meet the 
75 percent requirement. The in- 
terest FNMA will pay on the one- 
year securities exceeds what the in- 
stitutions will be paying on “all 
savers’ certificates. 

FNMA will use most of the 
money it raises to finance its exist- 
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ing portfolio of mortgages, on 
which it is currently suffering sig- 
nificant losses, rather than financ- 
ing new loans. While the “all 
savers’’ program will help the ail- 
ing savings institutions, there is lit- 
tle hope that the housing industry 
will be significantly benefited. 


Implications For Dealers 


The effect the “all savers’’ pro- 
gram will have on dealers is 
unclear at this point. The degree to 
which dealers will be affected de- 
pends upon: (1) the amount of 
money these certificates ultimately 
attract; (2) the effect of the alloca- 
tion of these funds; and (3) the im- 
pact of lost tax revenues on the 
budget deficit. 

It has been estimated that these 
certificates may attract as much as 
$200 billion. This would amount to 
40 percent of the average annual net 
savings in the United States. A di- 
version of funds of this magnitude 
would in all likelihood reduce the 
supply of funds to other segments 
of the credit market. This could ad- 
versely affect interest rates. 

How the funds going into “all 
savers’’ are allocated may also af- 
fect other credit markets. Because 
the bulk of “all savers’’ monies has 
to be allocated to housing and 
agriculture, other segments of the 
credit market may face diminished 
supplies regardless of how much 
money these certificates attract. 

The tax-free provision of the “all 
savers’? program represents a loss 
of possibly billions of dollars in 
revenue to the federal government, 
and dealers, like everyone else, will 
have to bear the burden of a larger 
federal deficit. 

At this point, only time will tell 
what, if any, impact “all savers’ 
certificates will have on the dealer 
body as a whole. 


executive by the Economic Analysis Department of the National Automobile Dealers Association. All com- 
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everyone 
needs an 


Oakleaf 


Oakleaf was the first to design a computer for 
automotive dealers. Over four thousand of you dealers 
compared us with what was available ...and went 
with Oakleaf. Nearly all of you are still dealing. 

Now there is the new Oakleaf MP-16 Automotive 
Dealership Computer System. The new State of the Art. 
Faster. ..with a huge memory. ..designed to give 

you more up time. To simplify your life while you 
make more profits. 

Now Oakleaf is much more than just a great F&l 
computer. There is something for everyone in your 
dealership. Dealer. Sales Manager. Salesman. 
Secretary. And we have made F&I more 

profitable than ever. 


THE #1 F&l COMPUTER IS NOW EVEN STRONGER 


Prospecting & Follow-up Get floor traffic moving 

again 

Inventory New/Used Now you can really manage 

your inventory 

Credit Bureau Checking Faster, easier and less 

expensive 

F&l Great selling tool that also types your paperwork 

Leasing Everything you need, including instant 

profit analysis 

Word Processing The productivity tool of the 

eighties 

Sales Reports Manage sales with up-to-the-minute 

information 

F&I Reports Up-to-date information to manage the 

back end 

Get Ready R.O. Automatically type the R.O. for the 

get-ready department 

For more information or the telephone number of your 

local Oakleaf representative, call Barbara Jennings, 
National Marketing Department, (800) 423-3681 

or in California, (213) 989-5989 collect. 


14600 Titus Street “© 
rw. Panorama City, CA 91402 


Oakleaf & Associates. Inc 
Your name 


Institution 


Address 


City oid 


State_____. Zip___.______ Telephone ( ees 


Or send 
this coupon today. 
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fitting 
the pieces together 


ome dealers think they can put on an ad 

- campaign with their eyes closed, their 

ears plugged, and their ego exposed for 

all to see, and sometimes, the end product shows 

i it. The concept and the production quality turn 

a out to be poor, and the dealership’s bottom line 

ends up worse. 

What happens to other dealers, though, is 

more tragic. These men and women make the 

decision to spend the money necessary, they 

go after and get highly professional, slick- 

looking print and broadcast presentations, 

and somehow, the ads fall flat. Results 
are negligible, or even negative. 

Automobile dealers, as a group, have a 

better understanding than most retailers 

about how to advertise and why. Yet, 
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“How much to 
spend on adver- 
tising is in- 
creasingly a 
problem in today’s atmos- 
phere of declining profit 
margins, escalating costs, 
and scary interest rates.” 


auto dealers and dealer associa- 
tions turn out, year after year, 
some notoriously poor advertise- 
ments. 

The problem is, advertising is 
both a science and an art form. Its 
proper deployment involves cer- 
tain very basic principals. Yet, 
without a doubt, what is right and 
what is wrong with an ad or an ad 
campaign involves some degree of 
subjectivity as well. And putting 
advertising into practice addi- 
tionally involves looking at a 
rather imposing, yet sometimes 
confusing, collection of variables. 


What works in Miami will not 
necessarily work in Walnut Creek, 
California. And a medium that is 
cost-effective in a city like Pitts- 
burgh may very well be anything 
but that for a profitable, mid-sized 
dealership 30 miles removed. 


Different advertisements have 
different purposes, and also differ- 
ent forms: they might be institu- 
tional, trade, or sales atmosphere, 
among others. They’re all valu- 
able, but their value depends on 
how they are used, and when. How 
well they are used depends on 
media mix, an understanding of 
the market, and an understanding 
that the bottom-line reason for any 
ad campaign is sales. Nothing 
should get in the way of that 
reason. 

Advertising really is less enig- 
matic than it is complicated. In 
fact, the dealers, factory ad execs, 
and ad agency reps interviewed by 
AE recently were almost un- 
failingly consistent in their views 
about the do’s and don’t’s of the 
business, and about why some 
dealer ads fail. 

“Before a dealer does anything,”’ 
says Duane Wolfe, a Ford dealer as 


well as a radio station owner, “he 
has to ask himself: ‘Why should 
people come and buy from me, 
rather than my competition?’ As 
far as I’m concerned, if I can’t 
come up with a legitimate reason 
for a person to buy, and if I can’t 
do it without kidding myself, then 
I better get to work and figure out 
what I can do to change the situa- 
tion. I’ve got to be able to provide 
the customer with something 
that’s going to benefit him, and 
then I’ve got to advertise it. I can’t 
promote something I don’t have or 
don’t do, because the benefit in 
that is short-lived.” 

How does a dealer go about get- 
ting his message across? Well, Lee 
Galles, an Albuquerque, NM 
dealer and head of the advertising 
firm Competitive Edge, says in one 
of his several books that the 
automotive advertising of the ’80s 
must be “... alert to the changing 
American moods; thus, it should 
always be creative, and sensitive to 
the radar pulses coming back. 
There’s no real alternative. ..’’ 


Bob Gillooly, automobile adver- 
tising manager for Ford Division, 
says, “The key thing to know is 
why people buy cars. If you fail to 
realize what people are looking for 
in an automobile in today’s 
market, then your advertising is 
going to miss.” 

A dealer should put down on 
paper, says Gillooly, “his own 
needs and objectives. What is he 
trying to accomplish with the 
dealership? How much money does 
he have to spend? What are his ob- 
jectives, short-term and long-term? 
What media is he interested in? 
What, if anything, does he need 
from an agency?”’ 

A dealer should plan the basic 
outlines of his ad strategy a year in 
advance, if at all possible. Ads 
fired out without any real planning 
or thought usually shoot blanks, 
our interviewees asserted, and an 
inability to plan means ofttimes an 
inability to order the kind of cars 
that can really take off in a sale. 

Says Ford Division’s Gillooly, 
“We let our agency, J. Walter 
Thompson, in on our product plans 
very early—two, three, and four 
years ahead—so that they can 
most effectively handle what’s 
coming. 

“We set up in our divisional ad- 
vertising office the basic marketing 
strategy, and then consult with the 
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agency on the development of the 
advertising plan. From both in- 
puts, we develop an overall strat- 
egy, and we present that strategy to 
our top management. We work 
closely together with the agency 
every step of the way. 

“We consult with the dealer 
council’s marketing committee 
also, and discuss our ideas and 
proposals at an appropriate point 
along the way—usually 6 to 12 
months ahead of time. We study 
that input, and we incorporate it 
into our own thinking.”’ 

Says Caldwell, Idaho dealer 
Wolfe, “There’s an awful lot of ad- 
vertising in the car business that’s 
done on the spur of the moment. 
The attitude expressed by, ‘Gee, 
what should I run?... Maybe I'll 
have a sale on such and such, and 
maybe I’ll call an agency and have 
them handle it,’ is all too typical. If 
a guy’s really going to have a suc- 
cessful campaign, he’s got to be 
planning months out. 

“If I want to have a good, mean- 
ingful campaign in the month of 
January, I’ve got to know now 
what I’m going to do, so I’ ll have a 
chance of making something hap- 
pen then. I’ve got to realize my 
plans can’t be totally based on the 
inventory I’ve got now, because 
I’m going to be turning that inven- 
tory over every 45 to 60 days.’ 

Wolfe, like the other dealers and 
ad men we interviewed, feels that 
ideally, a dealership’s plan should 
include television, radio, and 
newspaper, and some of AE’s con- 
tacts have also recently begun giv- 
ing increased attention to today’s 
more sophisticated direct mail. 

“Tt’s safe to say, I think,’’ Wolfe 
says, “that your message has to be 
coordinated, so that what you’re 
communicating on radio, for in- 

(Continued on page 35) 


“Your message has to be 
coordinated, so that what 
you're communicating on 
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AUCTION 
BLOCK 


n October, I attended the Na- 
Ate tional Auto Auction Associa- 
‘ tion’s (NAAA) Convention in 
wy Kansas City . . .my first since the 
; association met in San Diego. I 
Pete Murray know many of those in Kansas City 
missed George Basel, so let me tell you that George is 
doing fine. He is residing in Charleston, SC, and, im- 
patiently awaiting completion of his new home. I 
know it will be on a golf course, but at which hole I 
cannot say. 

It was pleasant seeing so many old friends and 
making some new ones. It could be that my absence 
for so many years placed me in a somewhat out-of- 
touch position, but it appears the second generation 
is moving into more active roles. I am all for this. I 
have seen it happen within NADA, and I think we all 
concur that a transfusion of fresh, new ideas is often 
just what the doctor ordered. 


The new NAAA president, Pete Murray of North- 
way Exchange in Clifton, NY, began his term of office 
on a definitely positive note. He had done some home- 
work and arrived in Kansas City with some thought- 
out ideas for the coming year. He quickly met with 
the membership and appointed committees. We 
think it appropriate to list the officers and commit- 
tees in this edition of AZ. The new officers are: Pete 
Murray, president, Northway Exchange, Clifton, 
NY; Jim Seder, vice- president, Mid-States Auto Auc- 
tion, South Bend, IN; and Mel Reed, secretary/treas- 
urer, 166 Auto Auction, Springfield, MO. 


The new members of the Board of Directors are: 
Bob Gentle, chairman, Metro Auto Auction of Kan- 
sas City, Lee’s Summit, MO; Henry Stanley, Ohio 
Auto Auction, Grove City, OH; C. J. Thomas, Golden 
Gate Auto Auction, Fremont, CA; Larry Tribble, 
Southern Auto Sales, Warehouse Point, CT; Ruth 
Hart, Toronto Auto Auction, Mississauga, ON; Jack 
Charlesworth, Atlanta Auto Auction, Red Oak, GA; 
Kent Zabel, Tri-State Auction, Fargo, ND; Rich Staf- 
ford, Charlotte Auto Auction, Charlotte, NC. 


Ben Honeycutt, Rainbo Auto Auction, Jonesboro, 
AR; Ray Kalair, Metropolitan Milwaukee Auto Auc- 
tion, Caledonia, WI; Joe Lyng, Greater Chicago Auto 
Auction, Chicago, IL; Jim Guynes, Southwest Auto 
Auction, Phoenix, AZ; Darryll Ceccoli, National Au- 
to Dealers Exchange, Bordentown, NJ; Tim Anspach, 
president emeritus, New York; Pete Murray, North- 
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way Exchange, Clifton, NY; Jim Seder, Mid-States 
Auto Auction, South Bend, IN; and Mel Reed, 166 
Auto Auction, Springfield, MO. 

President Murray appointed the following commit- 
tees: 

Budget & Advertising. Larry Tribble (CT), chair- 
man; C. J. Thomas (CA); Ben Honeycutt (AR); Joe 
Lyng (IL); Jim Wheatley (VA); Darryll Ceccoli (NJ); 
Harvey Klein (AZ); Kent Zabel (ND). 

Political Action & Legislative. Warren Young 
(NJ), chairman; Jack Charlesworth (GA); Lou Fazio 
(MD); Don Rogers (OH); Arnie Addison (CA). 

By-Laws. Tom Bruce (SC), chairman; Mac McCol- 
lum (MI); Melvin Reed (MO); Jake Hershey (PA). 

Promotions & Speakers. Henry Stanley (OH), 
chairman; Warren Young (NJ); Frank Hildreth (TN); 
Larry Brasher (CA); Homer Stephens (CAN). 

Grievance. Howard Winkelvoss (PA), chairman; 
Jim Guynes (AZ); Ray Kalair (WI); Dick Stafford 
(NC). 

Nominating, Hall of Fame & Advisory. Bob 
Gentle (MO), chairman; Frank Hildreth (TN); Bob 
McConkey (WA); Sam Gelt (MN); Homer Stephens 
(CAN); Tim Anspach (NY). 

Convention 1982. Betty Murray (NY), co-chair- 
woman; Ruth Hart (CAN), co-chairwoman; Candy 
Tribble (CT); Edith Young (NJ). 

President Murray’s theme will be “We're too big to 
be small!” He hopes to gain recognition of the auto 
auction industry as a definite force in the merchan- 
dising of used cars. He feels the auto auctions should 
be participating in more trade shows than they do. 
Very likely we can expect greater participation in 
this area. 

The association will continue to urge adoption of a 
uniform title law. 

President Murray further indicated he will expect 
increased participation on the part of both officers 
and members of committees. (Editor’s Note: This can 
take a little doing. So often members get fired up at 
an annual convention and then lose their enthusiasm 
once they return to their homes and businesses and 
the demands of each. A year—12 months... 52 
weeks—can be a very short span of time. It may seem 
like forever for a 15-year-old waiting to be 16 so he 
can obtain a driver’s permit... . but most of us are 
past that stage. Don’t be in the position, next year, of 
packing for Washington and wondering where the 
time has gone. The time is here—make use of it.) E 


—_—-» SS =s»»P»PPs ||—_—_— nennssesnsees 


Auction Block is prepared exclusively for automotive executive by James “Harry” Lawrence, editor of the NADA Official Used Car Guide. All comments or ques- 
tions pertaining to this column should be mailed to: Auction Block, automotive executive magazine, 8400 Westpark Dr., McLean, VA 22102. 
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THOSE CLEVER, 
PRETTY, 
USEFUL 

CHRISTMAS 
SEALS 


— in si nc ae through third 


grade designed your 1980 Christ- 


AMERICAN LUNG ASSOCIATION AMERICAN LUNG ASSOCIATION 
a oy ® 


Si 
MAL 


mas Seals. Each CORSE Seal you 


“PUERTO RICO 1980 


use represents another resource 


\MERIC AN LUNG ASSOCIATION AMERICAN LUNG ASSOCIATION 


VIRGIN ISLANDS 1980 * SOUTH DAKOTA lon0 


put to use in the fight against lung 


It's a matter of life and breath® 


AMERICAN 
LUNG 
ASSOCIATION 


® The Christmas Seal People® 


Space contributed by the publisher as a public service 


AUCTION 


CLASSIFIED 


DALLAS AUTO AUCTION 
Dealers only. Fleet and leasing. 
Ford Motor Co. factory sales. Loca- 
tion: 4226 E. Main, Grand Prairie, 
TX 75050. Telephone: (214) 264- 
2344. Pick up available. 


SOUTHWEST AUTO AUCTIONS 
Lease and fleet accounts welcome. 
Member NAAA and NAFA. 3420 
South 48th Street, Phoenix. Tele- 
phone: (602) 894-2211. 


SOUTHERN 


AUTO AUCTION 


RT. 5, WAREHOUSE PT., CT. 
There’s an Auction Every 
Wednesday at Southern 
Larry Tribble & Bob August 

203-623-2617 


AMARILLO AUTO AUCTION 
Fleet and Lease Specialists for 34 
years. Selling for most major co’s. 
Call or write Friday Phillips or Dale 
Napier. Telephone: (806) 372- 
2206. 3208 E. 10th Ave., Amarillo, 
TX 79104. 


BIG H AUTO AUCTION A Deal- 
ers Auction. Fleet lease and fac- 
tory sale every Tuesday 11:30 a.m. 
701 North Shepard Dr., Houston, 
TX 77007. Telephone: (713) 869- 
0164. 


THROUGHOUT N.J., N.Y., 
EASTERN PA. AND CONN. 


Our Primary Business 
is helping you get 


Top Dollar for your cars 
every Tuesday at 11 a.m.——— 
SKYLINE AUTO AUCTION 
100 Route 46, Fairfield, N.J. 07006 
(201) 227-0100 


GRAND RAPIDS AUTO 
AUCTION David Hawkins V.P. 
Lease and fleet. Member NAAA 
and Auto Auction Insurance. 2380 
Port Sheldon Rd., Jenison, MI 
49428. Telephone: (616) 669-1050. 
Tuesday 12:00 noon. 


MID STATES AUTO AUCTION 
Sale every Wednesday, 6 p.m. and 
every Friday 12:00 noon. PER- 
SONAL ATTENTION given in 
the handling of vehicles for Fleet 
Operators and Leasing Firms. Lo- 
cation: 25784 Western Ave., South 
Bend. Telephone: (219) 289-7767. 


NORTHWAY EXCHANGE INC 


DEALERS’ AUTO AUCTION 
Route 146, P.O. Box 440 
Clifton Park, N.Y. 12065 


Ov ad 


Da 


(518) 371-7500 
4 © Qoy 


SALE EVERY THURSDAY 11:30 A.M. 
‘*Our Service Does Not Cost - It Pays’’ 


AUTOMOTIVE EXECUTIVE’S Auction Classified Section is of- 
fered as an information service to dealers by supplying them with 
dates, times, and locations of regional and local auctions. 

For as little as $180 per year, your five-line advertisment can ap- 
pear for 12 consecutive months. We will be happy to typeset material 


for you at a minimal charge. 
Take advantage of this opportunity to reach franchised new car 
dealers with a notice of your sale or special event. 
To place an ad in “Auction Classified,” call our advertising mana- 
ger, Susan Brennan at (703) 821-7160. 


—— 
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Macho Man Corporate Image Moving Da 
Straight Arrow Country Gentleman Bac. 18-Wheeler 


Put 
in their position. 
There's never been a better time. 


Times may change, but not the differences in buyer Blue Book, N.A.D.A. Guide, Tilt-Wheel has a resale 
size and driving style. value of up to $75 on a 1981 GM car. It practically pays 
So, how do you match them up to the GM cars you for itself. 
sell? Especially the smaller cars? With Tilt-Wheel, of 3. Selling advantage. Some small domestic cars 
course. It fits the car to the driver—click, click, click. and some imports don't even offer Tilt-Wheel—an 
The smaller cars get, the more buyers need Tilt-Wheel. advantage they wish they had. It provides that roomy 
Like “18-Wheeler” or “Corporate Image” or “Country feeling which makes small cars easier to sell. 
Gentleman.” Whatever the size, shape or driving style, Frankly, there's never been a better time to order 
Tilt-Wheel helps the car fill the bill. Tilt-Wheel, N-33, on your “As,” “Xs” and “Js.” Order 
Other vag. Sede eres) ae now because you can't install it later. 
1. Low price. Tilt-Wheel is one of the most 
versatile Diesels you can sell—and one of the least TILT THE ODDS IN YOUR FAVOR! 
expensive. Only $95 MSRP. SAGINAW STEERING GEAR DIVISION 
2. High resale. According to Red Book, Kelley GENERAL MOTORS CORPORATION 


nt 


FILL 


The FTC’s Used Car Rule 


n 1974, Congress passed the Magnuson-Moss 

Warranty Act. Section 109(b) of the Act directed 

the Federal Trade Commission (FTC) to initiate 
a rule-making proceeding about warranties and war- 
ranty practices relating to the sale of used motor 
vehicles. 

In response to this mandate, the FTC initiated a 
rule-making proceeding in 1975. On August 14, 1981, 
nearly six years later, the Commission issued a final 
trade regulation rule pertaining to the sale of used 
cars, 

Although the final rule has been modified some- 
what, it remains objectionable to NADA because it is 
ambiguous, will increase costs to consumers, and goes 
beyond the expressed intent of Congress. Agreeing 
with NADA that the FTC has exceeded its authority, 
Congressman Gary Lee (R-NY) introduced House 
Concurrent Resolution 178 and Senator Larry Pressler 
(R-SD) introduced Senate Concurrent Resolution 33, 
disapproving the rule. NADA strongly supports the 
efforts of Rep. Lee and Sen. Pressler. 

The final rule issued by the Commission does in- 
clude a warranty disclosure provision that complies 
with the congressional intent. However, it also in- 
cludes provisions which clearly are outside of, and cir- 
cumvent, the congressional direction given to the 
Commission. These provisions require dealers to dis- 
close known defective components through a sticker 
on the window of the vehicle. 

NADA’s concern regarding this proposal is with the 
requirement to disclose known defects. First, neither 
the Magnuson-Moss Act nor legislative history 
authorizes the Commission to promulgate any known 
defect disclosure rule for dealer sales of used motor 
vehicles, The clear intent of the Act is to require war- 
ranty disclosure. 

Second, the Commission has circumvented the 
clearly stated congressional intent prohibiting any 
provision that would directly or indirectly require an 


inspection of the vehicle. Despite the representations 
of the Commission that the rule only requires a dis- 
closure of known defects, the direct language of the 
rule provides that a dealer, an agent or employee has 
knowledge of a defect if he has “obtained facts or in- 
formation about the condition of a vehicle which 
would lead a reasonable person in similar circum- 
stances to believe that the car contained one or more 
defects as defined in section 455.6 of the rule.”’ 

In many cases this puts a dealer into a position of 
having to inspect the vehicle in order to discover the 
specific defect. 

With our industry facing unprecedented financial 
losses and with many franchised dealers relying more 
heavily on used car sales to stay in business, we 
believe that the FTC’s action demonstrates a total in- 
sensitivity to the plight of the retail automobile 
dealer. 

Used car dealers only account for 50 percent of the 
sales in the used car market. Yet the FTC has issued a 
rule which applies only to dealers and leaves the other 
50 percent of the market unregulated. In reality, the 
FTC has created an artificial competitive disadvan- 
tage to dealers at a time when they are literally on the 
brink of disaster. The desperate state of our industry 
does not warrant further impediments that only serve 
to impose increased costs on dealers and consumers 
alike. 

Congress has 90 days as of September 10 to disap- 
prove this rule. At this time, Congressman Lee has ap- 
proximately 100 cosponsors for H. Con. Res. 178. On 
the Senate side, the Pressler resolution, S. Con. Res. 
33, has garnered more than 20 cosponsors. 

The fight to veto this FTC rule will be a tough one, 
As the time approaches for House and Senate floor ac- 
tion on H. Con. Res. 178 and S. Con. Res. 33, respec- 
tively, NADA will be contacting dealers and request- 
ing that you get in touch with your congressmen and 
senators to urge their support for these resolutions. 


This column is prepared exclusively for automotive executive by the Legislative Division of the National Automobile Dealers Association. All comments or ques- 
tions pertaining to this column should be mailed to: On The Hill, automotive executive magazine, 8400 Westpark Dr., McLean, VA 22102. 
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_|“Used car profits 
way up... repeat 
customers now 
request Thermo- 
Guard.” 


DAVE WHITE 
Dave White Chevrolet 
Delphos, Ohio 


Endorsed by 


» Racing Champion 


. Cale 


Yarborough 


“No holes drilled 
rust proofing is 
cleaner, quicker 
and much more 
profitable for me.” 
DOIS E. ROSSNER 


Poquosson Motors 
Hampton, Virginia 


“Thermo-Guard 
products and mar- 
keting programs 
are the best in the 
industry.”’ 


CLOSE MORE DEALS 
MOVE MORE CARS... 


THERMO-GUARD’s comprehensive 
line of totally unique protective 
products are unparalleled money- 
makers! They greatly enhance the 
value and profitability of every car 
in your showroom and on your used 
car lot. 

All THERMO-GUARD products feature 
superfast, no mess application that 
service departments love. THERMO- 
GUARD offers you our famous “no- 
holes-drilled” rustoroofing with its 


THERMO-GUARD INTERNATIONAL HEADQUARTERS: 


unique fogging process and the only 
fully guaranteed and separate line 
specially formulated for used cars. 
Your Customers will love the beauty, 
longer life and safety that is fully 
warranteed by THERMO-GUARD. 


Quite simply, THERMO-GUARD 
will help you close more deals, 
move more cars and make more 
on every sale! 


5546 W. Oakland Park Boulevard, Fort Lauderdale, FL 33313 @ 305-735-4700 @ 800-327-5120 
IN CANADA: 1801 McGill College, Suite 1050, Montreal, Quebec H3A2N4 (514) 284-3110: EASTERN CANADA: 800-361-6265 


CLINT McGHEE President 
Find out more 
about making more. 


GO, Inc. 

Birmingham, Alabama 
Mail the coupon today oe 
or call us now! , ¢ ©) 3 
T ox 4 


NEW CARS a 


O 

O) USED CARS 

O) DEALER INFORMATION 
QO 


DISTRIBUTOR INFORMATION 


NAME 
ITLE 
COMPANY __ 


CITY, STATE & ZIP CODE 


: THERMO-GUARD INTL HDOQTRS. 
5546 W. OAKLAND PK. BLVD. 
FORT LAUDERDALE, FL 33313 


| 
| 

| 

| 

| 

| | 
: ADDRESS _ 
| 

: 

| 

| 


| OR CALL (305) 735-4700 IN FLORIDA 
| TOLL FREE: (800) 327-5120 


New Car Wash Process, Boost Sales 
Hanna Car Wash Systems 


Your dealership demands what Hanna 
Offers - a safe, reliable and easy method of 
washing Cars. 


Hanna's new car wash process _ features 
"Finish Like New” - an automatic way to 
improve shine, luster, reflectivity. 


Boost Sales, Productivity, Profits 


© Create more Service Department business 
® Build traffic for new & used car sales 

® Reduce labor costs 

© Improve dealership image 


A Hanna car wash can help your dealership now . . . more then ever |! 
Serving the motorist with quality car washing for over a quarter of a century. 


HANNA 


Car Wash Systems 


PO. Box 3736 
Portland, OR 97208 
or call (toll free 800-547-7910) 


I'm interested in acquiring information about 
a car wash in my dealership. 


Name 

Title 
Dealership 
Address 

City, State, Zip 


Phone 
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ven if they don’t realize 

it, automobile dealers 

are in the car wash busi- 
ness. 

Every day of the year, millions 
of dollars worth of inventory sits 
out on dealers’ lots, exposed to 
damaging winds, rain, and other 
perils of the outdoors. Cars take a 
beating from the elements, and, in 
some areas, it is a full-time pursuit 
to keep them shiny and salable. 

Many dealers employ lot boys to 
do the job by hand with sponge, 
bucket, and hose. For some, espe- 
cially those with small invento- 
ries, washing by hand is still the 
most economical and sensible way 
to keep their cars clean. But too 
many dealers are scrubbing their 
cars the hard way just because 
they think an automatic car wash 
is a luxury they can’t afford. These 


e 


KO WI 


by Gary James 


dealers are missing some real 
opportunities. Truth is, the auto- 
matic car wash can be an indispen- 
sable tool in the day-to-day opera- 
tion of sales and service depart- 
ments. 

Take Bob Saks, Inc., an Oldsmo- 
bile dealership in Farmington 
Hills, MI, for example. Up until 
2'% years ago, this dealership 
washed all its inventory by hand. 
Six employees spent 10 hours a 
day, five days a week, scrubbing 
cars and “still couldn’t keep up,” 
says George Hawes, general ser- 
vice and parts director. Now, with 
the aid of a fully automatic, drive- 
through wash, two employees 
wash the firm’s fleet of 500 new 
cars (Olds, AMC, Jeep, Toyota, 
Peugeot, and Alfa Romeo) once a 
week and its stock of 250 used cars 
every day. 


Photo Courtesy of Palmer Engineering 


Along with the regular program 
of washing, the first thing a Bob 
Saks salesman does when he takes 
a customer out for a test drive is 
run the car through the wash. 
“This has really helped sales,” 
Hawes says. “It’s awfully hard to 
sell a dirty car.” 

Bill Shaeffer, vice-president of 
Bailey Cadillac Corp., Corpus 
Christi, TX, says the availability 
of a car wash greatly helps his deal- 
ership’s sales effort. “When we 
know a customer is interested ina 
particular car and is coming back 
later in the day to look at it,” he 
says, “we'll give that car a quick 
wash just before he arrives so it 
really shines. The more attractive 
a car looks to a customer, the easi- 
er it is to sell.” 

An automatic car wash also 
makes new car prep work easier. 
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“Kvery day of the 
year, millions of 
dollars worth of 
inventory sits out 
on dealers’ lots, 
exposed to winds, 
rain, and the 
other perils of 
the outdoors.” 


At Bob Saks, Inc., new cars are 
taken off the delivery truck and 
run through the wash upon arri- 
val. The dealership’s two prep men 
thoroughly check the cars for 
flaws, nicks, dents, or leaks imme- 
diately. This expedites any transit 
damage claims, and also cuts down 
the possibility of customer com- 
plaints later. A job that used to 
take 30 to 45 minutes now can be 
done in a few minutes. “Within a 
day, the cars are cleaned, waxed, 
prepped, and sitting on the lot 
ready for sale,” says Hawes. 

Every new car receives one 
wash and wax when it arrives at 
Bob Saks and another right before 
it is delivered to the customer. The 
automatic equipment makes it 
possible for salesmen to make af- 
ter-hours deliveries at night or on 
weekends. 

But dealers are doing more with 
their equipment than just keeping 
their own cars spotless. Some deal- 
ers use a car wash as a sales in- 
ducement, offering their new car 
prospects a certain number of free 
washes when they buy a car. Oth- 
ers tie in the wash with their ser- 
vice departments, washing cus- 
tomers’ cars for free or for a nomi- 
nal charge. 

Jim Slemons Imports, a Mer- 
cedes-Benz dealership in Newport 
Beach, CA, gives all its service 
customers a complimentary car 
wash, even if they bring a vehicle 
in just for an oil change. “Our cus- 
tomers appreciate this extra 
touch,” Service Manager Bob 
Johnson says, “and I think our ser- 
vice department does more busi- 
ness as a result.” 

The dealership cleans about 100 
service cars per day in its drive- 
through wash, as well as the 20 to 
25 new Mercedes it stocks at any 
one time. “Because we have such a 
small inventory, we can take the 
time to wash our cars every day or 
every other day. We keep them 
looking their best,” Johnson says. 

Bailey Cadillac sends about 30 
to 40 customers’ cars through its 
wash every day free of charge. “Re- 
cently, we replaced the old roll- 
over machine we had been using 
with a new system,” Shaeffer says, 
“and for about six months we 
weren't able to wash our custo- 
mers’ cars. That’s when we found 
out how much our customers like 
the wash. A good number of them 
noticed we weren’t doing it any 


more and asked about it.” 

At Toyota of Enid, in Enid, OK, 
40 to 100 new Toyotas, Mercedes, 
and Peugeots are washed daily, 
along with all customer service 
cars. General Manager Bob Ste- 
phenson says that while the car 
wash doesn’t necessarily attract 
customers to his service depart- 
ment, it does have an effect on bus- 
iness. “Not many people bring a 
car here for service just because 
of the free wash. What they care 
about most of all is getting their 
cars fixed. But the wash is a nice 
extra, and it helps ease the pain 
when the customer is presented 
with the bill for repairs.” 

Because a car wash is a consid- 
erable investment once it gets 
beyond the garden hose and wash 
bucket stage, many industry ex- 
perts contend that a car wash 
should justify itself economically. 
Says Dick Kerby, vice-president of 
sales for Belanger Inc., a manufac- 
turer based in Northville, MI: “Too 
many dealers look upon a wash as 
simply another piece of equip- 
ment—an easy way to keep the 
cars on their lots clean. But used 
correctly, a car wash can generate 
business. 

“We recommend dealers charge 
a nominal fee to cover the expense 
of running the wash. If a dealer 
does decide not to charge, he 
should have a sense of how the 
wash will build up his customer 
base for other services—such as 
repair work.” 

Dealers have many different ap- 
proaches when it comes to pricing. 
Some dealers include the fee in the 
service quote, some charge extra, 
while others, such as Jim Slemons 
Imports, absorb the cost of the 
wash as one of the costs of doing 
business. “We think the business 
we attract because of the free wash 
more than compensates for the 
cost of the equipment and opera- 
tion,” says Bob Johnson. 


Bob Saks, on the other hand, 
charges $1 on repair orders to 
cover the cost of the wash. The 
charge is listed as a separate item 
on every bill. About 200 customer 
service cars a day are washed at 
Bob Saks—a total of about 50,000 
cars per year. Every customer who 
comes in receives a wash; if he or 
she objects to paying $1, Bob Saks 
drops the charge. “Most people are 
happy to pay $1 to have their cars 
cleaned,” Hawes says, “especially 


a 
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FIRST 
INIPRESSIONS 
COUNT 


In your business, the exterior appearance of your cars makes that most important 
first impression on prospects and customers. Exterior vehicle appearance 
can also be a major factor in gaining referral and repeat business! 


"th 


BRUSHLESS — 
does not mark 
or haze cars 


A Cloth Car Wash System, made exclusively by Belanger Inc., is the revolutionary, 
time-tested and proven way to give your cars an eye-catching exterior 

with sales appeal. Here are just a few of the Belanger System’s & 
many outstanding features: 


e Heavy-duty, non-corrosive tempered aluminum construction 

e Built to outlast, outperform any other system on the market today! 
e Brushless — does not mark or haze cars 

e Thoroughly washes in less than one minute 
e Adds brilliance while washing 

e Requires less than 300 square feet 

e Simple to operate and maintain 

e Low Operating cost 


— C4 
@ 7% 
Salanger CLOTH CAR WASH SYSTEMS K,7 Ww 


455 East CadyeNorthville, MI 481679(313) 349-7010 0,7 


oY 
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“Too many dealers look upon a wash as simply another piece of 
equipment—an easy way to keep the cars on their lots clean.” 


when the cheapest commercial 
wash in town costs about $3.50. 
Our wash has definitely helped 
boost service traffic.” 

In addition to its service wash, 
Bob Saks, Inc., installed a 110- 
foot-long commercial wash four 
months ago on its dealership prop- 
erty. The conveyorized tunnel 
wash is set back from the main en- 
trance, so that customers must 
drive through part of the dealer- 
ship. In the short time it’s been 
open, the wash has handled an av- 
erage of 300 cars per day. For an 
exterior wash and dry, customers 
are charged $3.50. Wax, under- 
spray, and other services are extra. 

Currently, every customer who 
visits one of Bob Saks’ showrooms 
is given a discount ticket worth 
$2.50 toward a wash at the firm’s 
commercial car wash. And if a per- 
son buys a car from Bob Saks, he 


receives a book of tickets redeem- 
able for 10 free washes. George 
Hawes says the dealership and car 
wash work hand in hand to gener- 
ate business. “The car wash draws 
people to the dealership who oth- 
erwise might not see our cars, and 
the dealership draws people to the 
commercial wash,” he says. 

Obviously, a large commercial 
wash isn’t right for every dealer. 
Just because a dealer has some 
space available doesn’t mean he 
should install a high-capacity, 
drive-through system. Dealers 
need to assess their particular 
needs and select the wash that’s 
right for them. 

Basically, there are two types of 
car washes: the drive-through and 
the roll-over. 

In a drive-through system, an 
attendant drives the vehicle 
through a series of scrubbers, pol- 


CONSIDERING THE 
HIGH PRICE OF 
A NEW CAR, 
MAYBE IT’S TIME TO TELL 
YOUR CUSTOMERS 
THEY DON'T HAVE TO 
BUY ONE. 


No matter how much the cars you want to move cost, leasing 
can be a very attractive option for you and your customers 
Especially when you work with us. Baldwin-United Leasing. 


Your customers can save money. And they can drive the new 
car they want without making a big down payment, without worrying 
about depreciation, without paying heavy interest charges 

And you'll get your complete profit up front on every car you lease 
Plus freedom from administrative expense, insurance liability, and 
collection/repossession problems. Not to mention guaranteed three-hour 
turnaround time for credit approval 

To find out more about how leasing can be good for your business 
and good for your customers, call us today 


East of the Rockies 


1-800-543-0369 


(in Ohio 1-800-582-7397) 


Baldwin t 


Baldwin-United Leasing 
Automotive Division 
1801 Gilbert Avenue 
Cincinnati, Ohio 45202 
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ishers, rinsers, driers, and waxers. 
Most drive-through systems re- 
quire dealers to either install an 
overhead door at the back of the 
service department, or a separate 
building so traffic can flow in and 
out. Some drive-through washes 
use a conveyor mechanism to pull 
the vehicle through without a 
driver. This variation, known as 
the tunnel, is commonly seen at 
large public washes. 

In a roll-over system, the car re- 
mains stationary. Brushes and 
spray nozzles move over the top of 
the car on an arch that rolls on two 
overhead rails. The typical roll- 
over can fit in a 20- to 25-foot-long 
service bay, and requires only one 
point of access. 

Most roll-overs are capable of 
washing 35 cars per hour, or one 
every two to three minutes. Since 
most auto dealers wash from 50 to 
100 cars per day, a roll-over is 
often more than adequate for their 
needs. A roll-over system also does 
not require as much of a capital in- 
vestment. Roll-overs range from 
$15,000 to $30,000, while convey- 
orized drive-throughs run from 
$30,000 to $100,000, depending on 
components and accessories. 

One disadvantage of roll-overs, 
says Bill Shaeffer of Bailey Cadil- 
lac, is that they have more of a 
tendency to break down. “You 
have to keep an eye on them,” he 
says, “because sometimes they 
come down on the car and break off 
antennas, mirrors, and license 
plate frames.” 

Drive-through systems offer 
speed and flexibility. They can 
clean and dry 35 to 200 cars an 
hour, depending on the length of 
the tunnel and the speed and skill 
of the operators. As a general rule, 
the longer the tunnel, the faster 
the wash. It is also easier to add 
equipment such as driers, polish- 
ers, or wax applicators to a drive- 
through system. 

Another decision dealers must 
make is whether to go with a brush 
system or a brushless sytem. Some 
users contend that the brushless 
systems, which use cloth pads or 


chemicals to wash the car, are 
(Continued on page 46) 
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Yourself 


Joe Girard 


How to Advertise Yourself 


number of automobile 
salespeople have writ- 
ten to me asking what 
they can do about their dealer- 
ship’s advertising. They see it as 
something that’s completely out of 
their control, but something that’s 
completely crucial to their success. 

The buying public’s perception 
of product advertising ranges ev- 
erywhere from, “That’s for me!” to, 
“T don’t believe a word of it,” and 
the automobile salesperson is, in 
more ways than one, right in the 
middle. There’s not much he can 
do about his dealership’s local ad- 
vertising policy—that’s the deal- 
er’s responsibility—and he benef- 
its, positively or negatively, from 
the fallout of the dealer’s efforts. 
There’s also absolutely nothing he 
can do about his product’s national 
advertising. It’s simply there, all 
around the country, in magazines, 
on billboards, and broadcast over 
radio and TV. 

But though you'll notice I said 
that there’s not much a salesman 
can do about it, there’s a great deal 
he can do with it. 

It is said that advertising is 
what brings people to a dealership 
and a particular product line, but 
that it is the salesmanship there 
that keeps the people there and 
converts them from prospects into 
customers. If you could see what 
poor results some dealerships get 
out of decent floor traffic, you’d see 
what I mean. 

If you’re a salesperson, there’s a 
lot you can do to capitalize on the 
good national and dealership ad- 
vertising that you do get. While 


This column is prepared exclusively for automotive executive by Joe Girard, nam 
cords. All questions or comments pertaining to this column should be mailed to: 


McLean, VA 22102. 


you can’t control other people’s ad- 
vertising decisions—the corporate 
decisions made in the board rooms 
of Detroit and elsewhere, and the 
decisions made by your dealer- 
ship’s management—you can con- 
trol your own personal advertising 
efforts. You can start with being 
your own best ad. Just as national 
and local advertising whet the ap- 
petite of potential buyers—creat- 
ing in them the desire to own, get- 
ting them to say, “That’s the car I 
want”—so can you get people to say, 
“That’s the person I want to buy 
my car from.” 

What other kinds of advertising 
can you personally do to increase 
your sales? Well, going beyond 
your own image and appearance, 
there are a number of tips I can 
pass on that will help you tie in 
with the advertising efforts of oth- 
ers. They all work; I know, because 
I’ve tried them. 

If there’s a spectacular billboard 
or other form of outdoor advertis- 
ing (dramatic, well-lit at night, 
etc.,) take a color photograph of it. 
Not everybody drives the same 
highways to and from work. Then, 
when a prospect comes in, show 
him the picture and say, “Maybe 
you haven’t seen the latest ad on 
our cars. Everybody’s talking 
about it. And right over here is the 
car itself. No wonder it’s a bill- 
board star. Let me show it to you.” 

Design a personal business card 
of your own that becomes an ad- 
vertisement for you. Your dealer- 
ship may have a policy that all 
business cards look alike—wheth- 
er it’s the General Manager’s or 


yours. Fine; use that card, but also 
do as I did. I designed a card that, in 
reality, was a display ad. It carried 
my own personal philosophy con- 
cerning people relationships—“I 
saw a man without a smile, so I 
gave him one”—and it carried my 
picture. I had them printed by the 
thousands. I left them under my 
tip in every restaurant I ate in. I 
placed them at every pay tele- 
phone I used. I tossed them out by 
the handfuls at sporting events 
whenever somebody made a touch- 
down or hit a homer. It was an ad 
for myself that got results. 

Buy a gross of inexpensive but 
nice-looking ballpoint pens and 
have them imprinted with your 
name and your dealership. Hand 
them out to prospects and custo- 
mers. They'll be aware of your 
name and who you are and what 
you sell and where you work every 
time they use the pen. 

Devise your own direct mail pro- 
gram as I did. Even if your dealer- 
ship won’t go in onit, youcan write 
off a good amount on your income 
tax. Personalize your mailings 
and be consistent with them 
month after month. 

Use national ads from maga- 
zines and your dealership’s local 
newspaper ads as selling tools. Cut 
them out and mount them on card- 
board, then refer to them often as 
you make your presentations. 

There’s a lot you can do about 
advertising, and you don’t have to 
be a Madison Avenue hotshot. Ad- 
vertise yourself and use the ads of 
others. Then watch your efforts 
pay off. a) 


ed the World's Greatest Salesman 12 times by the Guinness Book of World Re- 
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1981 - a great year for | 


Year-end tax planning is always a good idea. But this year, 1981, 
a good idea gets better. Tax planning always works, but it works 
best when you have either a new law or a change in tax rates. 
This year, you have both. And this article will help you reap your 
harvest. There are four essentials to a successful year-end tax 
1. Assemble the tax planning team—usually 
the company’s decision maker, top financial officer and outside 
2. Gather the essential financial infor- 
mation—last year’s financial statement and tax return, projected 
year-end financial statements for the current year, and a projected 
profit-and-loss picture for the next year. 
ning session—preferably away from the office, with enough time to do a 
thorough job and pinpoint your financial and tax objectives. 


planning crop. 


professional tax advisor. 


3. Arrange a special plan- 


4. Bring a check- 


list of tax moves, to help achieve your objectives. This article will be the back- 


“ \BUSINESS*: 


Balance-Sheet Items 
Cash 


1. Invest in tax-free municipals. 

2. Invest in dividend-paying 
stock of domestic corporations 
(85 percent tax-free). 

3. Ask yourself: Does an excess 
amount of cash indicate an accum- 
ulated earnings problem? 


Accounts Receivable 


1. Write off all bad accounts. 

2. Make sure your reserve for 
bad debts is adequate. 

3. Switch to the reserve method 
if you are not already on it. 


Inventory 


1. Sell or give away obsolete in- 
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ventory; mark down, if retained. 

2. If damaged, old, or obsolete 
merchandise is kept, make sure it 
is priced at the lower of cost or 
market value. 

3. Are overhead items being 
properly included or excluded? 

4. Are inventory levels and loca- 
tions designed to minimize state 
and local property taxes? 

(Continued on page 43) 


year-end tax pl 


anning 


by Irv Blackman 


bone of your checklist. But first, let’s talk about those objec- 
tives. The overall objective is to jockey both income and ex- 
penses into the year—either 1981 or 1982—that will produce 
the lowest overall tax for both years. However, sometimes 
the strategy will be to spread the tax impact into years after 
1982. Or, if 1981 was a loss year, your best bet may be to in- 
crease the loss as much as possible. Your loss can be carried 
back to prior years (when tax rates were higher), allowing 
you to recover a cash refund for past taxes paid. Also, the IRS will 
pay you interest on the refund. The new law—The Economic 
Recovery Tax Act of 1981 (ERTA)—is a key consideration in your 
year-end plan. Not only does ERTA provide a host of new tax breaks, it 


pushes rates lower in 1982. Read each item on the checklist with ERTA in mind. 
Year-end checklists fall into two natural categories: business and personal. 


PERSONAL. 


Most personal year-end tax 
moves are obvious. It is easy to 
realize that if your income is high, 
additional income should be 
avoided and deductions should be 
accelerated. The following list con- 
tains only those items that are 
normally overlooked. 


Interest Income 


When making short-term in- 


vestments, have the notes (CD’s, 
etc.) become due in 1982. Thus, the 
interest, though earned in 1981, 
will not be taxable until 1982. 


Contributions to Charity Using 
Capital Assets 


If you have loss capital assets, 
sell the assets; you can deduct the 
loss. Then contribute the proceeds. 


If you have appreciated capital 
assets, gift the assets directly to 
charity. You can deduct the full 
value; the built-in profit escapes 
taxes forever. 


State Income Tax 
Pay your January, 1982 state 


and local income tax installment 
(Continued on page 44) 
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REC VEE REPORT 


Gus Chiarello 


The Return of the Automobile Dealer 


ay back in the early 
’60s, most manufac- 
turers of recreational 


vehicles preferred to distribute 
their products through dealer- 
ships that sold RV’s exclusively. 
Most RV builders at that time 


“A good number of 
auto dealers 


vanished from the 
RV scene.” 


steered clear of automobile deal- 
ers. This decision stemmed from 
the opinion that auto dealers were 
“giveaway artists” who didn’t 
treat their RV businesses serious- 
ly. 
For the most part, the decision 
was a sound one. RV manufactur- 
ers had little trouble finding inde- 
pendent dealers who were willing 
and able to devote their all to leis- 
ure-time product lines. The indus- 
try thrived through the early 
years, and there was no need to 
pursue new car dealers. The suc- 
cess of the few auto dealerships 
that did participate in the early 
days was primarily due to the fact 
that they did business in spite of 
themselves. 

The major advantage that ex- 
clusive RV dealerships had over 


This column is prepared exclusively for automotive executive on a quarterly basis by 


auto/RV combinations was prod- 
uct-oriented salespeople. It was 
very difficult for the new car deal- 
er to interest his salespeople in 
merchandising “tuna cans.” Need- 
less to say, in most cases, the re- 
sults were devastating. It was not 
uncommon to see large invento- 
ries of RV’s gathering dust at new 
car dealerships, in some out-of- 
the-way corner. Sooner or later, a 
good number of automobile dealer- 
ships vanished from the recre- 
ational vehicle scene. 

In the early ’70s, auto dealers fi- 
nally became aware of the poten- 
tial profits in RV’s and really 
jumped in with both feet. Many 
new car dealers opened separate 
retail facilities complete with full- 
blown service departments and 
parts stores. Once burned, the 
combination dealer took a differ- 
ent direction the second time 
around. Salespeople were trained 
specifically in the finer points of 
selling recreational vehicles and 
coping with the peculiarities of the 
potential RV buyer. This time, 
profits held firm, and service and 
parts business added icing on the 
cake. Things looked good indeed, 
until the oil embargo of late 1973. 
Auto/RV dealers dropped like 
flies, and independent RV outlets 
also succumbed in large numbers. 

The period that followed the 
“bloodbath” of 1974 left the RV in- 
dustry in dire straits, with little 


hope of recovery for the future. As 
inflation spiraled and the cost of 
money soared, independent RV 
dealers found the going very rough 
and additional casualties were re- 
ported. Conversely, the combina- 
tion dealer fared much better. The 


“The auto dealer took 
a different 
direction the next 
time around.” 


strange turn of events was primar- 
ily due to the auto dealer’s com- 
plete service and parts facilities, 
which carried a good portion of the 
load. With competition reduced by 
half, many auto/RV dealers even 
made profits during the slump. 
The remaining independent RV 
dealers found it necessary to in- 
vest in complete parts and service 
departments in order to compete. 
The end result of all these ups and 
downs was astrengthened, health- 
ier industry. 

Everything considered, the fu- 
ture of the RV industry looks 
bright. Once again, sales are on a 
steady climb. And wonder of wond- 
ers, the auto/RV dealer has be- 
come just as important to the fu- 
ture of the industry as the inde- 
pendent. AE 


Gus Chiarello, executive director of the NADA Recreation Vehicle Apprai- 


sal Guide, All comments or questions pertaining to this column should be mailed to: Rec Vee Report, automotive executive magazine, 8400 Westpark Dr., 


McLean, VA 22102. 
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DODGER 


29th Annual Recreation Vehicle N 
and Manufactured Housing Show 


Dodger Stadium—Los Angeles, CA 


All-Industry Marketing Forum: Tuesday, November 10, 1-5 p.m. 
Supplier/Manufacturer Day: Tuesday, November 10, 9-5 p.m. 
Lenders’ Day Seminar: Wednesday, November 11, 1-4 p.m. 


Show Hours: Wednesday, November 11, 9 a.m.-5 p.m. 


Thursday, November 12, 9 a.m.-5 p.m. 
Friday, November 13, 9 a.m.-1 p.m. 


November 30, December 1-4, 1981 


LOUISVILLE 


19th Annual National RV Show 
Kentucky Fair and Exposition Center 


Louisville, KY 


All Industry Marketing Forum: Monday, November 30, 1-5 p.m. 
Supplier/Manufacturer Hours: Monday, November 30, 5-9 p.m. 
Lenders’ Day Seminar : Tuesday, December 1, 1-4 p.m. 


Show Hours: Tuesday thru Thursday 


December 1-3, 9:00 a.m. to 5:00 p.m. 
Friday, December 4, 9:00 a.m. to 2:00 p.m. 


600,000 SQUARE FEET OF ’82 MODELS, EQUIPMENT, SUPPLIES! 


YOUR INDUSTRY is moving fast into 
a broad-based market position: 
expansion into new and different types 
of RV businesses, new products, and 
financing alternatives. You will need to 
be in on the know and the action for 
the future in order to set a strong 
pace for profitability! 


Combined, this year's RVIA shows 
at Dodger Stadium in Los Angeles in 
November and at Louisville, Kentucky 
in December, offer over 600,000 
square feet of floor space, with the 
very latest in recreational vehicle 
models, equipment, supplies. 


At both Dodger and Louisville, RVIA 
will sponsor the most important event 
of the year for the recreation vehicle 


industryy—THE ALL-INDUSTRY 
MARKETING FORUM where top 
national © Dealers e Manufacturers 
@ Lenders @ Suppliers ¢ and 
Campground Operators e will have 
the valuable opportunity to discuss 
mutual needs: consumer recreation 
trends; laws and government 
regulations; sales outlook; product and 
parts and accessories store 
management; the Detroit picture; 
dealer/manufacturer relations, and 
management challenges, to name 
only a few. 


IN ADDITION, RVIA will host a 
LENDER’S DAY, and special 
financing seminar—an opportunity for 
manufacturers/dealers/suppliers to 
communicate one-on-one with the 


lender about industry economics, 
borrowing, financing, rental and 
leasing, and the big economic picture 
for this country. 


AND AGAIN this year at Louisville, 
WDA will be displaying and giving 
away a 20’ x 40’ RV parts and 
accessories store with over $30,000 
worth of retail merchandise on display. 
Any qualifying dealer in attendance at 
Dodger/Louisville may enter and 
become eligible to WIN! 


Manufacturers, reserve your space 
and dealers, register now to be on the 
move with your industry! SEE the all 
new '82 lines. HEAR the marketing 
experts. PLAN your '82 sales 
strategy. BUY your 82 models. 


FOR ATTENDANCE & EXHIBIT INFORMATION CONTACT: 


(Dodger Show) 

RVIA Western Region Office 
1748 West Katella, Suite 206 
Orange, California 92667 


714-532-1688 213-485-0254 


(Louisville Show) 

RVIA National Office 
14650 Lee Road 

P.O. Box 204 

Chantilly, Virginia 22021 


800-336-0154 703-968-7722 


THE 


SERVICE il DEPARTMEN 


Douglas Eickhoff 


Using Signs Effectively 


igns perform an impor- 

tant function in our soci- 

ety. They are used to iden- 
tify places of business, advertise 
goods and services, provide direc- 
tion, and issue warnings. We con- 
tinually depend on signs for infor- 
mation and instruction. 

Because signs are so prevalent 
in our daily lives, and we’re con- 
stantly bombarded with their mes- 
sages, we often tend to ignore or 
overlook them. How many times 
have you tried to push a door open, 
despite a sign that instructed you 
with plain, bold letters to “pull?” 
Or taken a right turn at an inter- 
section without even seeing the 
flashing sign that read “no turn 
on red?” Unless we are particular- 
ly observant or are looking for spe- 
cific information, we often don’t 
digest the message signs provide. 

In our dealership, the situation 
is no different. We post signs 
throughout the premises to guide 
customers to the right counter and 
to announce certain store policies 
and procedures. Because the signs 
are intended to communicate in- 
formation about our dealership to 
customers, we are careful not to 
scare them away with confusing or 
misleading signs. We use signs to 
convey information our customers 
might not be aware of, and we do it 
in a positive manner. 

For example, we post a sign tell- 
ing our customers that our ser- 
vice department is also open from 
eight o’clock until noon Saturday. 
This is the type of extra service we 
want to promote, because many 
customers can’t find a parts de- 


partment that is open on the week- 
ends. The sign helps spread the 
word, and when do-it-yourselfers 
and other customers are faced 
with a Saturday morning repair 
job or emergency, they’re more 
likely to come to us. 

Unfortunately, many service 
departments post signs that do not 
emphasize the positive. Scores of 
glassed-in cashier’s offices bear 
signs that read: “No personal 
checks accepted” or “no charge ac- 
counts.” 

Can’t the customers be told the 
same thing in a more positive fash- 
ion? Why not say: “We accept cash 
and major credit cards” or “checks 
welcome?” Let’s get away from the 
negative and tell the customer 
what we can do, not what we can- 
not do. Tell customers, on a sign, 
that the service department is op- 
en from 7:30 a.m. until 6 p.m., 
Monday through Friday—not that 
it is closed Saturday and Sunday. 

Another favorite of mine is the 
statement: “We do not release cars 
after 6 p.m. oron Saturday.” “But I 
can’t get to your dealership by 6 
p.m.,” says one customer. “When I 
originally bought the car, I was 
able to close the deal at 7 p.m. and 
you delivered the car to me on Sat- 
urday with a smile, a handshake, 
and a ‘thank you.’ If your store was 
open for business then, why can’t I 
get my car after hours now? Would 
it be possible for me to pick up the 
car tonight from my salesman, the 
sales manager, or perhaps the ser- 
vice manager? Or can I stop by and 
pay my bill to the evening switch- 
board operator? Is there any way I 


can get my car after hours? Yes?” 

If the answer is “yes,” then why 
do you tell your customers that 
they absolutely cannot pick up a 
car after hours? Instead, put up a 
sign telling them they need to 
make special arrangements in ad- 
vance if they want to pick up a car 
after 6 p.m. If you have signs in 
your dealership that are untrue or 
misleading, replace them. They’re 
only hurting business. 

Instead of telling customers that 
“insurance regulations do not per- 
mit us to loan cars to our service 
customers,” post a sign that reads: 
“We can arrange for a rental car 
while your car is being serviced.” 
And if your dealership also offers 
customers rides to the local train 
station, or picks up and delivers 
their cars let them know with a sign. 

Chances are that the signs in 
your sales department are posi- 
tive. A sign on the showroom door 
tells customers the hours the deal- 
ership is open. Signs placed on the 
cars you are offering for sale tell 
customers you have protected the 
merchandise with rustproofing or 
sealants. Stickers supplied by the 
manufacturer inform them about 
the gas mileage of a particular 
make or model. Other signs tell 
the customer about extended war- 
ranties, service contracts, the 
availability of financing, and the 
other services your dealership offers. 

This same positive approach 
should be adopted in the service 
department. Take another look at 
your signs. Do they tell customers 
what you can do for them, or only 
what you can’t do? 9) 


This column is prepared exclusively for automotive executive by Douglas Eickhoff, General Manager, Knauz Continental Cars. All comments or questions per- 
taining to this column should be mailed to: Service Department, automotive executive magazine, 8400 Westpark Dr., McLean, VA 22102. 
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ADVERTISING from page 18 
stance, backs up or complements 
what you’re displaying in the 
newspaper. 

“T don’t think one medium alone 
can do the whole job. Multi-media 
impressions on the same customer 
help the message get through, not 
only because of the repeated ex- 
posure, but because of the different 
ways the different media attack the 
senses.”’ 

The effect on a would-be cus- 
tomer’s resistance is almost, Wolfe 
says, “like water dripping on a 
rock. After a period of time, the re- 
sistance is so worn away, the rock 
is nothing but a grain of sand, 
ready to be washed away by one 
final rush. 

“We try to tie all our advertising 
together with either an out-and- 
out slogan, or a jingle, or, depend- 
ing on what the market conditions 
are at the time, just a catchphrase. 
Our name, Happy Day Ford, ties 
things together pretty well by itself, 
and right now, everything is riding 
under, ‘Discover why business is 
good at Happy Day Ford.’ ”’ 


Several dealerships have gone 
out of business recently in Wolfe’s 
market area, but his dealership, 
conversely, has experienced one of 
the best periods in its history. In 
August, for instance, the latest 
recorded period at press time, Hap- 
py Day sold more Fords than any 
other dealership in the state. As far 
as Wolfe is concerned, the success 
can be attributed largely to good 
advertising and a good ability to 
control traffic. 

“Dealerships should advertise, I 
think, when they have something 
to say,’’ he says. “And I think they 
should have something to say most 
of the time. Dealers create excuses 
for different periods of the year as 
to why business can’t be had. 


“In a 30-second radio spot, 
I would never include more 
than two things to remember. 

There’s not a real good 
Se chanceaperson 
will be able to 

comprehend 
more than that.” 


Usually, business is out there, if 
dealers will use ingenuity and 
figure out why people should come 
in and do business now, rather 
than later.”’ 

It means getting the audience’s 
attention. 

“I think you have to be straight- 
forward with your message,” says 
Wolfe, “but you have to come 
across in a manner that people will 
remember. You have to utilize the 
attention-getting devices at your 
disposal.” 

Neither Wolfe nor anybody else 
we interviewed turned out to be a 
strong advocate of humor in adver- 
tising. As one ad rep put it, “If 
humor isn’t very good, it’s no good. 
It can hurt you.’’ Added another 
ad man, “If a dealer comes across 
looking like a fool, then who’s 
going to do business with him? 
Who’s going to take his pitch 
seriously?’’ Commented a dealer, 
“Speaking of humor, did you ever 
think about how many people au- 
tomatically tune out a guy who’s 
always having a sale?’’ 


Debby Ullrich, an ad exec for 
Rick Johnson & Co., a well-known 
ad agency in Albuquerque, NM, 
says that oftentimes, entertain- 
ment can be a “stumbling block’’ 
in getting an idea across, rather 
than an asset. 

“Our primary objective as adver- 
tising professionals,’’ she says, “is 
communication, and if we think we 
can, in a specific instance, achieve 
that goal in an entertaining, 
unique manner, then we go for it. 
Auto advertising in general is 
something I think many people 
find to be very repetitious—very 
familiar. So if we can find a fresh 
approach, we’ve got exactly what 
we’ re looking for. But we try not to 
sacrifice the message.’ 


A lot of dealers and a lot of other 
retailers, Ullrich says, stuff their 
ads with ambiguity, complexity, 
and far too many details. They 
don’t, as Wolfe puts it, “keep it 
simple.”’ 

“In a 30-second radio spot,’’ he 
says, “I would never include more 
than two things to remember. 
There’s not a real good chance that 
a person will be able to com- 
prehend more than that. 

“Tf, in a campaign, I want the 
audience to remember something 
like, ‘Half-ton pickups, 25 only, for 
$6295,’ I'll limit the information 


‘I think you 
have to be 
straight- 

forward with 
your message, but you 

have to come across in a 

manner that people 
will remember.” 


to those points, and probably try to 
repeat them two or three times 
within those 30 seconds. 

“The principle behind television 
is essentially the same as radio,”’ 
Wolfe maintains, “except, of 
course, for what the video can do 
for you. If done properly, it can 
help make a double impression on 
the viewer’s mind. Consequently, 
in a 30-second spot, you might be 
able to supplement your message 
with one additional thought: a 
flash on the screen, for instance, 
that says, ‘Open to 9 p.m.’ ”’ 

Unfortunately, sometimes even 
the slickest ad, aided by the sharp- 
est targeting, garners the leanest 
return simply because of just one 
thing: it isn’t repeated often 
enough. 

Just what is the desired frequen- 
cy for an ad is a subject that’s 
generated a significant amount of 
controversy over the years, and 
we’re not going to solve the Great 
Question here. A couple of things, 
at least, though, are clear about 
this issue: Running an ad once is 
not enough, and running it several 
times almost always poses no prob- 
lem. Remember: if you’ve had a 
hand in the creative or decision- 
making process (you definitely 
should, with respect to the latter), 
you’ ll likely tire of your advertise- 
ment well before the public will. 

What you advertise, as we've 
said before, depends on what your 
dealership has to offer and what 
you want its image to be. Some 
dealers like to go heavy on “im- 
age’ advertising, shooting for 
what they feel will be long-term 
effects, while others prefer ads that 
hit hard and try earnestly to create 
the immediate desire to buy. 

Scores of dealer ads are produc- 
ed each year that do nothing but 
talk soothingly about service and 


AUTOMOTIVE EXECUTIVE, NOVEMBER, 1981 35 


“A medium 
that is cost- 
effective in a 
city like Pittsburgh may be 
anything but that for a 
profitable, mid-sized 
dealership 30 miles away.” 


about the “friendly and courteous 
staff.” Others substitute the invi- 
tation to “drop in” for the exhorta- 
tion to “hurry in and get ’em while 
they last.” 

The professionals with whom we 
spoke, though, were almost unani- 
mous in their view that dealers 
should stress both their image and 
their merchandise. Lee Galles 
makes it clear he has no problem 
with institutional or image ads, but 
at the same time, as he says in his 
book, “Wow!”, he feels, “An ad 
without price is a waste of time, 
space and money.” 

Says Duane Wolfe, “You've got 
to somehow determine for yourself 
a competitive advantage, and price 


is not going to do it alone. I don’t 
think I’ve ever said I’ve got the 
‘best price,’ because somebody can 
always sell their inventory for less 
if they really want to drive them- 
selves out of business. 

“You’ve got to get on some kind 
of theme or program, and it’s got to 
be enticing enough that the public 
will come and give you a chance. 
It’s true that only two percent of 
the car-buying public is ready to 
buy at any one time, and that is 
what is behind the strategy of the 
low-key ‘image’ ads: getting your 
audience in the habit of thinking of 
you when they are ready to buy. 
That’s fine, but when a guy does 
come into the market, you have to 
be there with a message that can 
make him respond at that time. 

“T know that some dealers do try 
to precondition potential custom- 
ers with their ads without urging 
them to come in and buy some- 
thing hot, but I don’t think many 
of them are high-volume dealers. 
Most people want to know where 
they can get the best buy, all things 
considered, and they’ re unaffected 
by what you might call the snob 
appeal that some dealerships 


Ignore LIFO and You Risk 
Cash Flow Suicide 


1981 LIFO SEMINAR SERIES 


Stop volunteering tax dollars 


Bring or send your CPA to a full-day Seminar explaining why 
and how to use the Last-In, First-Out method on your invento- 
ries, based on my extensive automotive experience. 


1981 
e Springfield, IL Oct. 26 
e Milwaukee, WI! Oct. 30 
e Ft. Lauderdale, FL Nov. 3 
e Tallahassee, FL Nov. 4 
e Atlanta, GA Nov. 5 
e Albany, NY Nov. 11 
e Pittsburgh, PA Nov. 12 


e Indianapolis, IN 


e Phoenix, AZ Nov. 17 
e Bedford, TX Nov. 18 
(Ft. Worth) 

e Denver, CO Nov. 19 
e Rolling Meadows, IL Nov. 21 
e Des Moines, IA Dec. 5 
e Rolling Meadows, IL Dec. 11 
Dec. 16 


For further information about these seminars and the seminar 
manual call or write: Willard J. De Filipps, CPA, 800 West Central 
Rd., Mt. Prospect, IL 60056 (312) 394-8278. 


NAME 
FIRM 
ADDRESS 
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generate. 

“A lot of ads you see around are 
totally devoid of any sense of ur- 
gency, and when you get down to 
why a lot of ads don’t work, that’s 
why. But I’m not saying you’ ve got 
to scream. I’m just saying you 
want to make a claim you can back 
up, and you want to ask for an 
order by motivating the customer 
to take an action.”’ 

Dealers, of course, have to worry 
about many more things, when it 
comes to advertising, than just how 
well their ads are put together. At 
least as important are factors 
known as reach and cost per thou- 
sand. 

For a time, Jim Nance, Jr. of 
Confederate Chevrolet in Albe- 
marle, NC, utilized a radio sta- 
tion in nearby Charlotte that 
charged him several times the 
number of dollars per spot he 
would have had to pay his local 
station. He knew some of the 
listenership he was paying for 
would never find its way through 
his front door, but he also knew the 
Charlotte station reached a num- 
ber of buyers in his market at a 
time when the local station did 
not. In reality, even though the 
“big city’? 30-second spot cost him 
considerably more than he wanted 
to pay, he was getting considerably 
more for his dollar. 

A dealer and his agency, if he 
decides to take one on, should pay 
attention to not only the number of 
people likely to be in the audience 
when he wants to advertise, but 
also to whether or not that au- 
dience translates to potential buy- 
ers. If your pitch for Mercedes, for 
example, is fielded primarily by a 
group of 12- to 20-year-olds, you 
might find yourself out of business 
by the time they’re ready to buy. 
That might have the sound of a 
mistake too big to fall into, but a 
station’s audience composition 
sometimes swings wildly, depend- 
ing on the program and the time of 
day. If you’re going to do your ads 
yourself, you’ve got to investigate 
those kinds of details. 

A year ago, Jim Nance was 
utilizing an agency, and he says it 
went well. His dealership won a 
DANDY award for one of its ads, 
and the agency-client relationship 
was a good one. Today, though, be- 
cause he’s always been a student of 
advertising, interested in picking 
up every inside tip he can, he and 


a 


his employees are handling the job 
themselves, utilizing freelance tal- 
ent whenever there’s a need. 

The ad reps we interviewed ac- 
knowledged, surprisingly, that 
many dealers are extremely quali- 
fied to handle their campaigns 
themselves. The initiative, the tal- 
ent, the knowledge of the market, 
and the time, these ad people say, 
are ofttimes all at hand. It’s fre- 
quently just a question, Debby 
Ullrich says, of budget, conve- 
nience, and whether or not the 
dealer has good production 
facilities available to him. 

One of the reasons, apparently, 
that Nance went his own way is he 
became very interested in working 
with a medium many dealers have 
either ignored, discarded, or em- 
braced with a fervor that borders 
on the lukewarm: direct mail. 

“I’m in a rural market,’ Nance 
says. “I’ve got one newspaper, a 
radio station that can barely cover 
the whole county, and I’ve got TV 
that’s nowhere near reasonable. 
The result is, I’ve found something 
that’s the greatest thing in the 
world if you do it right.”’ 

Nance calls it, ‘shooting with a 
rifle instead of a shotgun,”’ and he 
regards it as a sure-shot way to 
pre-qualify a dealership’s pros- 
pects. 

“The key to direct mail is per- 
sonalization. You’ve got to pack- 
age your letter right. Even down to 
the way you address it and stamp 
it, it’s got to look like a regular 
piece of mail. If it doesn’t, it will 
probably fail. If you don’t know 
how to fold the material inside 
strategically, it might fail, and if 
you're not working from a good 
list, it will fail. 

“T can tell direct mail works in 
my area, at least, because I can 
count the results as they walk in. 
When I send out a piece, I always 
have a specific offer to make. 
There’s always a sale, or a year- 
end close-out, or some other bona 
fide special reason. 

“Once I sent out just 120 pieces, 
but I came away with four sold 
cars. I used mailgrams at 70 cents 
apiece, which was high as hell, but 
I sold the cars. I sent the grams to 
people who were my own custom- 
ers, who had bought their cars and 
paid for them, and hadn’t traded 
them in yet. 

“T told them I was about to have 
a sale, but that I was prepared to 


hold for them a pre-sale, at certain 
prices, for a certain length of time 
since they were who they were. I 
would say it worked.”’ 

Nance says that in his area, 
newspaper has a penetration of 
only about 55 percent, and radio, 
“30 percent at most.’’ That’s what 
makes direct mail so attractive for 
him, and he figures that in six 
months, it will account for about 
60 percent of his ad budget. 

“Direct mail in a small town like 
this,’ he says, “is better, I would 
think, than in a metro area because 
the people here don’t get as much 
junk mail, and being more easy- 
going, they’ ll take the time to read 
it. 


“T really believe that if a dealer 
will spend a little time to do all the 
little picky things on a direct mail 
piece that it takes to make it effec- 
tive, itll work. But unless he 
knows how to put it together, it’s 
blown money.”’ 

Nance utilizes list houses and 
works on his own as well, and he 
says the lists are “97 percent deliv- 
erable.’’ He asks himself questions 
such as, “Who in the community 
is inflation proof?”, “Who makes 


looking like a 
fool, then who’s going to 
do business with him? Who’s 
going to take his pitch 
seriously? 


the money?’’, “Whose jobs are 
secure from layoffs?’’, ‘‘Who 
trades cars the most?’’, and, “Who 
(such as those in the volunteer fire 
department) is most involved in 
the activities of the community?’’ 

He’s targeted his market to the 
25 to 49 age group, and he’s tail- 
ored his strategy to the fact that, in 
a small community, people tend to 
be interested in their neighbors. On 
his upcoming radio campaign, con- 
sequently, he plans to utilize a 
series of customer testimonials. “It 
really boils down,’’ Nance says, “to 
what makes your market work— 
not somebody else’s.”’ 

Ford dealer Wolfe and the other 
people we interviewed are of the 
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“Before a dealer 
does anything, 
he has to ask 
himself: Why should 
people come and buy from 
me, rather than from 
my competition?’ ” 


strong opinion that the three main 
media best fill distinct and differ- 
ent roles. “The broadcast media,”’ 
says Wolfe, “particularly radio, be- 
cause its cost per thousand is much 
less, have a great ability to sell a 
campaign, a theme, an idea. The 
impact of a good slogan on radio, 
for instance, can be very im- 
pressive. 

“Newspaper, on the other hand, 
I think, is extremely important for 
short-term new car sales. It has the 
ability to reach a lot of people 
quickly. It’s excellent for used cars, 
because the classified section has 
built itself a reputation as being a 
marketplace for those vehicles, and 
it’s where people who are ready to 
get into that market most often 
look first.’’ 

“Newspapers,” says Lee Galles, 
“have always been excellent for an 
existing market. However, they are 
very ineffective for creating new 
markets or for creating desire.’’ 
The solution, if the reach and cost 
charts look good, is to pair the 
stimulus of a TV or radio spot with 
the detail that can only be appro- 
priate in print. 

It’s very evident dealers have to 
make their ads believable (they 
can help form that impression by 
advertising leader prices that 
realistically relate to a significant 
segment of their inventory), and 
it’s equally imperative that they 
try to set themselves off from the 
pack. Can the size of a newspaper 
ad affect either point in any way? 

An increasing number of dealers 
seem to think the attention-getting 
ability of an ad is less a function of 
size these days than it is content 
and design. They even point out 
that a large and somewhat osten- 
tatious or expensive-looking ad 
might sometimes have a problem 
in terms of credibility. To a point, 
that is probably true. 

But a recent study has indicated 
that advertising readership is, in 


’ 


fact, positively affected by in- 
creases in ad size, and the same is 
apparently true in the case of color. 

How much to spend on advertis- 
ing, of course, is increasingly a 
problem in today’s atmosphere of 
declining profit margins, escalat- 
ing costs, and very scary interest 
rates. More and more, measuring 
advertising costs with the familiar 
gauge of so many dollars per car 
seems to be something of an 
anachronism. Galles suggests per- 
cent of variable gross as a more 
realistic guideline, and he thinks 
30 to 33 percent for advertising 
and commission is just about on 
the nose for most people. 

One way to stretch the ad dollar 
and, in fact, the only way for some 
people to get into television regu- 
larly, is group advertising. Often, 
in the past, this approach has 
failed, and it’s failed for a lot of 
reasons: dealers in various groups 
have let selfishness and jealousy 
blind themselves to the fact that 
their competition is not each other, 
but retailers of other hard-goods 
items; group ads have all too often 
excluded any sort of price percep- 
tion; ad groups have been too large 
and too spread-out; and factory in- 
volvement has been too intense. 

Utilized correctly, group adver- 
tising can be as effective and in- 
teresting as dealership advertis- 
ing—for a lot lower per-car cost— 
and it can leave a lot of dollars in 
the coffers for used car, service, 
and other ads that will keep your 
name and product in front of the 
public. Utilized incorrectly, bur- 
dened with too many dealership 
names or two few reasons to buy, 
group advertising can be an ab- 
solute zero. 

If we can single out one message 
that is most representative of the 
opinion of the dealers and ad pro- 
fessionals we contacted, it is proba- 
bly, “Advertise with as much taste 
and innovation and frequency as 
possible. Stress continuity in your 
advertising, but find a place for 
short-term sales as well. Build an 
image with institutional advertis- 
ing, but find plenty of room for the 
occasional campaign, the weekend 
sale, and the major event. And 
above all, make your ads attach a 
connection between the needs of 
the customer and the benefit you 
can provide.”’ 

It could ignite a spark that just 
might catch on. FE 
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CALENDAR 
CALENDAR 
CALENDAR 
CALENDAR 


November 


8 to 12. Equipment and Tool In- 
stitute Annual Meeting, The Can- 
yon Hotel, Palm Springs, CA 

16 to 19. Society of Automotive 
Engineers International Pacific 
Conference on Automotive Engi- 
neering, Hawaiian Village, Hono- 
lulu, HI 

18 to 22. Hawaii Automobile 
Dealers Association Convention, 
Maui Surf, Kaanapali, Maui, HI 

29 to Dec. 4. Minnesota Automo- 
bile Dealers Association Conven- 
tion, Lowes Hotel, Paradise Is- 
land, Bahamas 


December 


1 to 4. Recreation Vehicle Indus- 
try Association Annual Show, 
Kentucky Fair and Exposition 
Center, Louisville, KY 

2 to 4. Specialty Equipment 
Manufacturers Annual Show, Las 
Vegas Convention Center, Las Ve- 
gas, NV 


January 


12 to 14. Auto International ’82 
Import Trade Show, George R. Mos- 
cone Center, San Francisco, CA 


February, 1982 


7 to 12. Recreation Vehicle In- 
dustry Association Annual Meet- 
ing, Hilton Riviera Hotel, Palm 
Springs, CA 

20 to 23. National Automobile 
Dealers Association Annual Con- 
vention, Georgia World Congress 
Center, Atlanta, GA 

28 to March 2. Automotive Ser- 
vice Industry Association Nation- 
al Convention, MGM Grand Hotel, 
Las Vegas, NV 


March, 1982 


3 to 5. Pacific Automotive Show, 
Las Vegas Convention Center, Las 
Vegas, NV 
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n the September issue, I re- 

quested comments as to 

what a “clean” car might be. 
It is a term we use almost every 
day, and I have long suspected 
that “clean” means different 
things to different people. If can- 
dor is an asset, then I guess I can 
put this admission on the plus side 
of my account: only one dealer 
wrote to give us his opinion. 

Charles Orsinger, Charles Or- 
singer Buick, San Antonio, TX, 
put it right up front: “My premise 
is that there are only two catego- 
ries of cars—‘clean’ and ‘rough’. 
There is no ‘average category.” 
Orsinger went further and defined 
“clean” as he sees it: “To be clean, a 
car must be original except for nor- 
mal wear and tear, it should have 
a certified mileage of no more than 
12,000 miles per year; have no evi- 
dence of being wrecked, flooded or 
over-heated. Title papers should 
have been issued to a legitimate 
user who owned the car for a 
reasonable time prior to transfer- 
ring ownership. All other cars 
would be in the rough category.” 

I daresay there will be some who 
think that the term “normal wear 
and tear” leaves a sizable hole. 
Perhaps, but how else could one 
express that? Others, a bit further 
west, may question the 12,000- 
miles-per-year limit and protest 
that if that were the case, they 
would never take in a “clean” car. 
But, is not Orsinger doing no 
more, in this regard, than adher- 
ing to what is often a commonly ac- 
cepted annual mileage? 

There is one point he makes that 
I have never heard in this regard. 
It is something I encourage pri- 
vate buyers to do when they finda 
“really good buy” on the private 
market. Inspect the title, not only 
to determine that it is bona fide 


but to see if the name of the seller 
is the same as the name of the own- 
er and to check the length of own- 
ership. 

With this beginning, perhaps 
other dealers will come forth with 
their definitions of “clean.” 


Convention Notes 


I recently attended the Virginia 
Independent Automobile Dealers 
Association Convention and the 
National Auto Auction Associa- 
tion Convention. The prevailing 
feeling at both was that business is 
good. I maintain a low profile at 
the independent dealer meetings 
... too many of those attending 
make a point to tell me how much 
the “book” is “off the market.” The 
“book is off’ when it is “low.” I can- 
not recall the last time a dealer 
told me the “book” was too high. 
When that occurs, the market is 
just slow in catching up! 


Market Outlook 


If I were bright, I would be 
wealthy, and, on days like today, I 
would be loafing at the lake. But, 
for whatever it is worth, I see no 
serious weakening in the used car 
market. Of course, there will be 
seasonal variations, but I don’t be- 
lieve these will be as pronounced 
as they were in earlier years. 
While Detroit, and perhaps Japan, 
speak of the “pent-up demand” for 
new cars, we must always re- 
member that demand is only an 
expression in economics unless 
someone has the buying power to 
make that demand effective . . . “if 
wishes were horses, beggars would 
ride.” 

Possibly I do not know how to 


read the papers, but it seems that 
real income, for the majority, is go- 
ing down because prices are going 
up. Unquestionably, this is the on- 
ly way to control inflation, at least 
at this point, but where does that 
leave the consumer and the high- 
ticket item? I receive letters, as a 
result of the “Comments” column 
in the NADA Used Car Guide, 
which are often not from dealers. 
A common complaint is the price of 
new cars. Keep in mind, these let- 
ters are quite often from men in 
the professions . . . men in at least 
the upper 5 percent of the popula- 
tion insofar as income is con- 
cerned. 

My factory friends are well be- 
low the decision-making levels, 
and they often pass on what they 
hear from their supervisors. A fre- 
quently made statement has to do 
with scrappage. My friends say the 
rate has remained unchanged. 
Some go so far as to say the scrap- 
page rate exceeds new car input, 
which would mean there is an in- 
balance in the national car popula- 
tion. Could be . . . Ihave no recent 
numbers on scrappage. But, who 
can last the longest: the manufac- 
turer or the driver of the older car? 

Of course the sale of new cars 
will pick up, there is no question of 
that. We are a nation on wheels. 
But, in the interim, used cars will 
remain strong and will do so even 
after the new car market regains 
its strength. There is one shadow 
in this premise and that is the im- 
pact of any regulatory measures. 
Oh, the same number of used cars 
will be sold, but many will change 
hands through the casual market- 
place. Someday, when I have lots 
of time, I may meet someone who 
will explain to me about “protect- 
ing consumers”... I mean, when 


and from whom. EE 
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This column is prepared exclusively for automotive executive by James “Harry” Lawrence, editor of 
tions pertaining to this column should be mailed to: Used Cars, automotive executive magazine, 


the NADA Official Used Car Guide. All comments or ques- 
8400 Westpark Dr., McLean, VA 22102. 
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Business 


f you own a business that 

grosses less than $10 million 

a year, yours is a small busi- 
ness. As a small business owner 
you’ve probably already encoun- 
tered some of the grimmer facts of 
life: about half of all small busi- 
nesses fail during the first year 
and 20 percent of all small busi- 
nesses don’t make it through the 
first five years. 

Despite these statistics, there 
remains a strong entrepreneurial 
spirit in this country, and many of 
the most innovative ideas still 
come from small businessmen. 

The path to success for the small 
businessman is strewn with traps 
and pitfalls. The author, himself a 
successful small business owner, 
believes that too many of his peers 
blunder into failure. This failure is 
usually caused by a lack of plan- 
ning. 

The key points Hogsett makes 
are that planning in today’s mar- 
ketplace is as important for small 
businessmen as it is for corporate 
giants, and that the ultimate yard- 
stick of success must be measured 
in dollars. 

There’s nothing new about this 
advice, but the author’s approach 
is refreshing. He reminds an 
owner/manager that an entrepre- 
neur is often his own worst enemy: 
“It should be noted here that be- 
cause of necessary self-confidence 
in his abilities, the entrepreneur- 
ial type of person has a lower per- 
ception of the risk level of his busi- 
ness than objective outside apprai- 
sal would indicate. This compli- 
cates his problem of convincing 
bankers, and other investors as 
well, of the soundness of his pro- 
posed new venture.” 

Hogsett offers many practical 


In Print 


“Profit Planning for Small Bus- 
iness;” by Robert N. Hogsett; 
Van Nostrand Reinhold; New 
York, NY; 1981; 231 pages; 
$19.95 


suggestions for applying plan- 
ning and analysis techniques to 
small business. Included are many 
charts, graphs, and formulas to de- 
termine what your costs should be 
for such activities as customer 
prospecting. 

Each topic is discussed in every- 
day, understandable terms. The 
explanations of formulas and 
graphs are particularly helpful in 
giving a reader an understanding 
of how the principles can be app- 
lied to his own business. 

The book’s only weakness is its 
emphasis on the production end of 
business. Hogsett’s background is 


tin manufacturing, and several 
segments of the book are devoted 
to production costs. That’s excel- 
lent as far as it goes. Although not 
exactly ignored in the book, the 
service and distribution sides of 
business don’t receive quite 
enough attention. If the author 
plans a second edition, a separate 
chapter on these topics would be 
quite helpful. 

“Profit Planning for Small Busi- 
ness” has already found a perman- 
ent spot on my desk. I highly re- 
commend this book. You'll find 
your fingers wearing tracks 
through it. 7. D) 


Here are the current Top Ten best-selling books for business. The list is based on 
sales figures obtained from retail bookstores throughout the United States. 


1.) “Theory Z;” by William G. Ouchi; Addison-Wesley; $12.95 (1) 
A new theory on how to boost business productivity. 
2.) “The Art of Japanese Management;” by Richard T. Pascale and Anthony G. 


Athos; Simon & Schuster; $11.95 (4) 


Transferring the Japanese experience to American managers. 
3.) “Wealth and Poverty;” by George Gilder; Basic Books; $16.95 (2) 
How government can help the growth of free enterprise. 
4.) “You Can Negotiate Anything;” by Herb Cohen; Lyle Stuart; $12.95 (5) 


How to gain the competitive edge. 


5.) “The Third Wave;” by Alvin Toffler; Bantam; $3.95 (3)t 
As society goes, so goes the marketplace. 
6.) “Money Dynamics for the 1980s;” by Venita VanCaspel; Reston Publishing; 


$15.00 (10) 


One more guide for money management. 
7.) “What Color Is Your Parachute?” by Richard N. Bolles; Ten Speed Press; $6.95 


(8) 
How to change careers and jobs. 


8.) “The Coming Currency Collapse;” by Jerome F. Smith; Books in Focus; $12.95 


(7) 
Another survival book for business. 


9.) “William E. Donoghue’s Complete Money Market Guide;” by William E. Do- 
noghue with Thomas Tilling; Harper & Row; $12.95 (6) 
Making inflation work for your business and you. 
10.) “Nothing Down;” by Roger G. Allen; Simon & Schuster; $11.95 (9) 


Buying real estate on a shoestring. 


( ) =indicates last month’s position on the list 
+ =indicates a paperback previously on the list as a hardcover edition 


i eT 
This column is prepared as an automotive exclusive for AE by Henry Holtzman, a nationally known business writer, All comments or ques- 
tions pertaining to this column should be mailed to: Business in Print, automotive executive magazine, 8400 Westpark Dr., McLean, 


VA 22102. 
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BUSINESS TAXES from page 30 

5. Did inflation kick up the cost 
of inventory? If so, you may want 
to switch to LIFO (Last In, First 
Out method of accounting). 


Investments 


_ 1. Realize gains to offset expir- 
ing operating or capital loss car- 
ryovers. 

2. Realize corporate capital 
losses to carryback against gains 
of prior years. 

3. Consider filing consolidated 
returns. 

4. Ifinvestment assets to be sold 
are Section 1231 property (the 
type of property that makes net 
losses an ordinary loss and net 
gains a capital gain), realize losses 
before year-end (ordinary loss) 
and gains the next year (capital 
gain). 


Property, Plant, and Equipment 
Accounts 


1. Trade-ins: instead of selling 
equipment, consider trading it in. 

2. Initiate needed repairs. 

3. If equipment is obsolete, 
abandon it so you can deduct the 
remaining book value, or sell it. 

4. If using accelerated deprecia- 
tion, for property acquired before 
1981, a switch to the straight-line 
method may increase your deduc- 
tion. 

5. Property acquired at any time 
in 1981 can reap the gold mine be- 
nefits of ERTA. (See October AE.) 
Time your acquisitions (either be- 
fore year-end or after, or both) to 
maximize benefit of (a) first-year 
depreciation and (b) investment 
credit. 

6. Consider impact of deprecia- 
tion and investment credit recap- 
ture on dispositions. 


Liabilities 


1. Debt obligations—formalize 
all debt obligations (particularly 
to stockholder/officers). Issue 
notes at fair rate of interest, and 
pay the interest when due. 

2. Structure advance payments 
received so that they’re eliminated 
from current income: service con- 
tracts; inventory items; and secur- 
ity deposits. 

3. Fix vacation pay liability suf- 
ficiently to warrant accrual. 

4. Fix officers’ and directors’ bo- 


nuses by resolution before year- 
end. 

5. Pay all disputed amounts, 
where practical, to ensure deduc- 
tion. 

6. Regarding payments for ex- 
penses due to “more than 50 per- 
cent” stockholders (more than one 
person can be considered to own 50 
percent under the attribution 
rules of the tax law): Pay within 
two and one-half months after 
year end; decide if liquidity posi- 
tion indicates possible construc- 
tive receipts. 

7. Accrue payroll taxes (FICA 
and FUTA) on wages that are 
earned and accrued in current 
year, but paid in following year. 


“If equipment is 
obsolete, abandon 
it and deduct its 
book value.” 


Earnings and Profits 


1. Pay tax-free dividends if there 
are no current or accumulated 
earnings. 

2. Pay dividends. Although nor- 
mally this is a no-no, it could help 
an accumulated earnings prob- 
lem. Also, if preferred stock is held 
by low-bracket family members, 
dividends may help more than 
hurt. 

3. Time dividends for the best 
tax advantage of the stockholders: 
usually declare in 1981 and pay in 
1982. 

Look at every other asset and lia- 
bility on the balance sheet to deter- 
mine if anything can be done tax- 
wise. 


If You Have a Cash Shortage 


1. Expenses due to “more than 
50 percent” stockholders should be 
paid by notes. 

2. If corporation overpaid esti- 
mated. income tax, file a quickie 
refund claim with Form 4466. 

3. If you have a pension or profit- 
sharing plan, get an automatic 90- 
day extension. You can still deduct 
your payments for the current 
year, even though the actual pay- 
ment will not be made until five 
and one-half months after the end 
of your fiscal year. 


4. Charitable contributions: Fix 
liability by corporate minutes be- 
fore year-end. You get current de- 
duction, but you have two and one- 
half months after year-end to 
make payment. 

5. Make charitable contribu- 
tions in property. 


Cash Basis Taxpayer 


1. Same as item 3 above, also 
available to cash basis taxpayers. 

2. If you desire to reduce income: 
Pay bills before year-end; defer 
billing; prepay expenses and non- 
inventory items. 

3. If you desire to increase in- 
come: Follow the reverse of the in- 
structions in item 2 above; sell fu- 
ture services at a discount (to en- 
courage same) and receive pay- 
ment in current year. 


Profit-and Loss-Items—Accrual 
Basis 


Means of Increasing Deductions 


1. Bonuses/compensation: Con- 
sider these for officers and stock- 
holder/employees (watch reasona- 
bleness); consider bonuses to key 
people and other employees. Could 
nonrefundable commission be pre- 
paid at your particular place of 
business? 

2. Qualified pension or profit- 
sharing plan: Consider large con- 
tribution under a discretionary 
plan, or increase benefits under a 
defined benefit plan; install a new 
plan. 

3. Incur expenses that can be 
paid or accrued before the end of 
the year. For example, consider all 
of the following: 

a. Utilize the maximum allowa- 
ble charitable deduction. 

b. Advertise now for benefits to 
be received next year. 

c. Order and obtain all types of 
supplies such as printing forms, 
sales brochures, and so on. 

d. Buy noninventory supplies 
before year-end. 

e. Accelerate repairs and/or 
abandonments. 

f. With disputed amounts, turna 
non-deductible item into an imme- 
diate tax deduction: 

i) settle (possibly be deferring 
payments). 

ii) prepay (subject to future set- 
tlement). 

iii) transfer full amount to a 
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trust to be used to satisfy pending 
lawsuit, (to the extent the trust 
funds are not used to satisfy a 
claim, the return of such funds is 
taxable in the year received). 

4. Review each item on the prof- 
it-and-loss statement. 


Means of Decreasing Income 


1. Delay shipping. 

2. Ship, but ship F.O.B. point of 
destination, so title does not pass 
until after year-end. 

3. Make sales on consignment or 
approval (sometimes called gua- 
ranteed sale). 

4. Switch to the installment me- 
thod. 

5. Sell (and lease back) Section 
1231 property at a loss. 

6. Instead of selling property, 
give up possession in current year 
but give buyer (a) an option to buy 
in next year, or (b) lease with op- 
tion to buy. 

7. Use escrow that closes next 
year. 

8. Where services (as opposed to 
inventory) are source of income, 
change billing procedure to defer 
billing into next month or quarter 
(this will have to be a permanent 
change). 

9. Structure advance payments 
received to be conditional, or in the 
form of a loan financing arrange- 
ment, rather than as a prepay- 
ment. 


Increasing Income 


Occasionally the worm turns, 
and it is advisable to accelerate in- 
come for certain reasons: 

1. You expect to be in a higher 
income tax bracket next year. 

2. A net operating loss is about 
to expire—don’t lose it! 

3. Other carryover benefits will 
be lost if not currently used. 

The following techniques should 
be considered. 

1. In general, consider the re- 
verse of what was discussed in A 
and B above. 

2. Encourage customer pur- 
chases in current year by: defer- 
ring payments; giving cash dis- 
counts (next year); using your 
imagination to promote current 
sales. 

3. Sell (and lease back) appre- 
ciated property. (Hint: Take back 
notes, but do not elect installment 
sale.) FE 


PERSONAL TAXES from page 31 
in 1981. Such income taxes are de- 
ductible on your federal return. 


Appreciated Capital Assets You 
Want to Sell 


First, gift appreciated capital 
assets to your children or other 
low-tax bracket family members. 
Then let them sell the asset and 
realize the gain; they will pay less 


ce 


gift exclusion of $3,000 per family 
members ($6,000 if your spouse 
consents). Starting in 1982, ERTA 
increases the exclusion to $10,000/ 
$20,000. Note: A gift by check 
must clear the bank by December 
31.to count in 1981. 


Year-End Bonus 


Take it in 1982 if you want to cut 
1981 income. 


f you have built up 
capital assets, A 
gift the assets 


directly to charity.” 


income tax than you on the same 
sale. 


Subchapter S Corporation 


If the corporation has a profit, 
gift these shares to a low tax 
bracket family member. That 
member will pay on the share of 
income attributable to that stock. 
Such gifts can be made right up to 
the last day of the Sub-S taxable 
year. 


Credit Card Charges: Deduct Now, 
Pay Later 


The general rule is clear for 
cash-basis taxpayers: You only get 
the deduction in the year you pay. 
But there is an important excep- 
tion when using a credit card. Pay- 
ment is considered made—for tax 
purposes—on the date of the credit 
card transaction. You can sign and 
deduct in 1981 but pay in 1982. 

You can claim a contribution de- 
duction in either the year the con- 
tribution is charged or in the year 
payment is made to the issuer of 
the credit card (Rev. Rul. 78-38). 
The same rule applies to payment 
of medical or dental expenses with 
a credit card (Rev. Rul. 78-39). 


Give Family Member(s) a Gift 


For 1981, you are entitled to a 
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Offset Capital Gains and Losses 


If you have capital gains or 
losses in 1981, consider selling 
other property that will offset 
them. 


Worthless Securities 


If securities become worthless, 
the loss is deductible only in the 
year in which the security became 
worthless. Partial worthlessness 
is not allowed. WARNING: Fail- 
ure to take a worthless stock loss 
in the right year will cost you the 
deduction, forever. 


Correct Estimated Tax 


What happens as year-end ap- 
proaches and you discover that 
your estimated tax is too low? You 
face a nondeductible penalty for 
underestimation. But, you can 
withhold from your regular pay- 
check or year-end bonus the 
amount needed to avoid the penal- 


ty. 


Conclusion 


Year-end tax planning is an al- 
ways win situation. The winning 
key is simple—Planning, PLAN- 
ning, PLANNING! -E 


B ecause investors have 
difficulty getting and 
evaluation credit infor- 
mation about bonds, they fre- 
quently rely on the ratings of inde- 
pendent advisory services. There 
are several bond rating services, 
but by far the best known are 
Moody’s Investors Service Inc. and 
Standard and Poor’s Corp. These 
two companies analyze and rate 
corporate and municipal bond 
issues. 

For a fee, a bond issue is ana- 
lyzed on the basis of the issuer’s 
debt history and its sources of re- 
venues, the economic environ- 
ment, and other factors. The ana- 
lysts present their findings before 
a rating committee and make 
their recommendation, and the 
committee then votes on a rating. 

If the issuer objects to the rating 
and has additional information to 
provide, release is held up so that 
the rating can be reviewed. If the 
issuer accepts the rating, it is re- 
leased to the rating service’s publi- 
cations and to the news media. 

For Moody’s as well as Standard 
and Poor’s, the rating given to a 
bond issue is based on two consid- 
erations: the amount the debtor 
has pledged to pay, and the likeli- 
hood that this obligation will be 
fulfilled on time. The rating is a 
sort of shorthand statement about 
the credit-worthiness of a bond 
and the attendant risk to the in- 
vestor. 


Moody’s 


Moody’s ratings range from Aaa 
to C. Aaa represents the highest 
quality bonds, with the smallest de- 
gree of investment risk. Principal 
is secure, and interest payments 


are protected by a large or very 
stable credit margin. Aa indicates 
a high-quality investment; A-rat- 
ed bonds are favorable. Baa is a 
“medium” rating with some spe- 
culative characteristics. Ba bonds 
are considered uncertain, and B 
through Ca are increasingly spe- 
culative. C is Moody’s lowest rat- 
ing, indicating that a bond has ex- 
tremely poor prospects for ever at- 
taining the status of a safe invest- 
ment. 


Standard and Poor’s 


Standard and Poor’s ratings 
range from AAA to D. Grades 
AAA through A are similar to 
Moody’s top grades. BBB is an 
“adequate” rating; BB through CC 
are “speculative” grades, with 
questionable capacity to repay. C 
bonds are not paying interest, and 
D means a bond is in default. Stan- 
dard and Poor’s also uses pluses 
and minuses to indicate relative 
strengths and weaknesses within 
categories. 

Most investors favor issues rat- 
ed at least Baa or BBB. Lower-rat- 
ed issues are generally suitable 
only for sophisticated investors 
willing to accept greater risks. The 
quality rating of a bond influences 
price and yield: the higher the 
quality, the lower the yield. 

While each service has its own 
method for rating a bond, the fun- 
damental approach is the same. In 
rating a corporate bond, the advi- 
sory services look for earning pow- 
er, liquidity, and quality of man- 
agement in the borrowing com- 
pany. In the case of utility com- 
panies, they consider the regulato- 
ry environment, and in the case of 
banks or other financial institu- 


tions, the investment portfolio is 
scrutinized. 


General Obligation Bonds 


General obligation municipal 
bonds are backed by the full faith, 
credit, and taxing power of a gov- 
ernmental unit. In rating these 
bonds, the services examine the 
debt, finances, and overall eco- 
nomic condition of the issuing 
state, municipality, political sub- 
division, or authority. A few spe- 
cifics considered are debt burden, 
financial administration, organi- 
zation, administration _ perfor- 
mance, population trends, eco- 
nomic structure, and capital. 


Revenue Bonds 


In the analysis of revenue bonds 
(bonds backed by the income from 
a specific source, such as a turn- 
pike or an addition to an airport), 
the same basic factors are consi- 
dered but with a focus on cost-be- 
nefit analysis. For example, how 
will the financed building benefit 
the airport? Will it make it more or 
less able to pay off the bonds? 

The rating services do not con- 
sult or advise, but simply provide 
investors with a yardstick for com- 
paring various bonds. The bond 
rating services are invaluable aids 
to investors interested in debt 
issues. The information they pro- 
vide is available from the rating 
companies and from your broker. 
Before investing in any specific 
bond, it is wise to ask your broker 
the meaning of its rating and 
whether such a bond is approp- 
riate for your investment objec- 
tives. 


ST tn 8 ele eS 


This column is prepared as an automotive exclusive for HE by Bill Waters, Director of Marketing Services with Merrill Lynch, Pierce, Fenner & Smith. Reader 
comments and inquiries should be sent to: Money Sense, automotive executive magazine, 8400 Westpark Dr., McLean, VA 22102. 
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CAR WASH from page 28 


gentler to the car’s finish than tra- 
ditional brush washes, which use 
plastic filament brushes to do the 
job. Brushes sometimes can cause 


hazing by putting minute 
scratches on the surface of the 
paint. 


Whether or not brushes mark 
the finish depends on water pres- 
sure, the speed at which the cars 
move through the wash, and the 
amount of soap and water on the 
brushes, says Bruce Dale, market- 
ing director of Hanna Car Wash 
Systems, Portland, OR, a manu- 
facturer of both brush and brush- 
less systems. “It’s important that 
the brushes don’t pound ona bare 
car,” he says. “Dealers get into 
trouble when they try to cut costs 
by skimping on the amount of soap 
they use. But if you run a car 
through a properly installed and 
operated wash, and use plenty of 
lubricant (soap), there shouldn’t 
be any problems.” 


Some systems rely on chemical 
sprays to remove grease and 
grime. In this type of set-up, a car 
is driven into a service bay under 
an aluminum shroud that is sus- 
pended from the ceiling. The oper- 
ator pushes a button to start the 
machine, and the rectangular 
shroud lowers over the car to hub- 
cap level, spraying a combination 
of water and_ biodegradeable 
chemicals. During the middle of 
the washing cycle, the machine 
stops briefly to enable the operator 
to scrub any tough spots with a 
pure bristle brush. The whole pro- 
cess takes about five minutes. An 
advantage of this type of system is 
it doesn’t require much space: it 
fits into a 10 x 22-foot bay and 
leaves floor space free when not in 
use. 

One dealership that has opted 
for this system is Toyota of Enid in 
Enid, OK. It uses a Hercules 500,a 
system manufactured by IL.A.S. 
National Inc., Huntington Sta- 
tion, NY. “The chemical system is 
much easier on the car than a 
brush system,” says General Man- 
ager Bob Stephenson. “Because no 
moving parts ever touch the car, it 
never leaves streaks or scratches. 
And the system is almost main- 
tenance free. About all you do is 
change the chemicals and grease it 
regularly.” 

It’s important to keep any car 
wash in running order. After all, 


what customer is going to return 
to acar wash, even a free one, that 
leaves his car dirtier than when he 
brought it in for service? 

Savvy dealers don’t take such 
terms as “automatic” and “un- 
manned” literally. Even though 
most units do operate automati- 
cally, they still require constant 
supervision. And in most cases, 
someone still needs to drive the car 
in and out of the wash and run the 
equipment. At least one employee 
needs to be on hand in case the ma- 
chine breaks down or malfunc- 
tions. It’s also a good idea to train at 
least one back-up man in the oper- 
ation of the equipment in case 
your usual operator is sick or on 
vacation. 


Manufacturers recommend that 
dealers set up a regular program of 
maintenance and_ replacement. 
Fittings need to be greased, soap 
dispensers need to be refilled, and 
pads should be rinsed down. Mov- 
ing parts and brushes particularly 
need regular attention. Good 
brushes and cloths will last about 
3 to 5 years or 200,000 to 300,000 
washes, depending on use. 

Check the alignment of the 
brushes to make sure they deliver 
the proper action, and also moni- 
tor the wash cycle to make sure the 
shampoo covers the vehicle ade- 
quately. Accessories such as see- 
ing-eye sensors and hydraulic 
arms are available to help monitor 
and control the wash cycle more 
carefully. 

Water also plays a vital role in 
the quality of the wash. Soft water 
is best, because minerals cause 
spotting. You may need to invest 
in a water softener, conditioner, or 
chemicals to get the water in 
shape. Some dealers, including 
Bob Saks, have invested in water 
reclamation systems that retrieve 
water and detergent for reuse. 

Although a car wash can be a 
considerable investment, it usual- 
ly starts to pay for itself right 
away. Bruce Dale of Hanna Car 
Wash Systems estimates that it 
costs a dealer $1.56 to wash a car 
by hand; with an automatic sys- 
tem the cost drops to 20 to 30 cents 
per car. Used correctly, the car 
wash contributes to your dealer- 
ship’s image as a complete service 
center. It can attract new pros- 
pects to your dealership and keep 
your current customers coming 
back. ZE 
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Showcase 


WHAT'S NEW ON THE MARKET 


Heating Alternatives Inc. has 
developed a new waste oil heat- 
er that does not require shut- 
down for daily cleaning. Other 
waste oil heaters require that a 
pan be removed through the top 
of the heater, approximately ev- 
ery 12 hours, to empty it of ash. 
In order to do this, an ordinary 


A powdered super-concentrate 
cleaner for cloth ges eel4 and 
carpeting, velour, crus ve- 
lour, re and hob-nail cloth 
is available from the automotive 
chemical division of Recon-King 
Products Corp. With this cleaner, 
you can recondition both car 


heater must be shut down and 
cooled. KT Series heaters feature 
a front access system, permitting 
quick ash removal every 12 to 24 
hours during continuous heat- 
ing. This new unit is available in 
three sizes. Manufacturer: Heat- 
ing Alternatives Inc., P.O. Box 
2078, Great Neck, NY 11022. 


seats in 10 minutes, and have 
them dry in 15. One ounce of the 
super-concentrate makes one 
gallon of solution that contains 
no soap or detergent. Manufac- 
turer: Recon-King Products Co., 
P.O. Box 1066, Wilkes-Barre, PA 
18703. 


Kleer-Flo Co. is manufacturing 
a brake washer for cars and 
trucks to help shops comply 
with air quality safety stan- 
dards. The Kleer-Flo brake 
washer is adjustable, enabling 
each mechanic to select a com- 
fortable working height. Un- 
like other brake washers, the 
Kleer-Flo unit’s solution tank 
and pump are in the base. The 
washer can accommodate large } 
trucks by removing the adjusta- 
ble tray and using only the base 
of the washer. A brush is used to 
remove fiber dust, grease, and 
road dirt. It eliminates blowing 
dangerous asbestos-laden dust 
into the air. Manufacturer: 
Kleer-Flo Co., 6600 Washing- 
ton Ave. S., Eden Prairie, MN 
55344. 


Information and photographs of products listed in Showcase have been provided via manufacturer's press releases. A products appearance in this column in no 
way implies endorsement by either NADA, the NADA Services Corp., or automotive executive magazine. 
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WHE ER 
MOUBING, 


ONE TWENTY FT. LENCTH 


Easy To install 


Protective - Decorative 
Self Adhering 


Hayden’s new warning 
system alerts the vehicle opera- 
tor when transmission fluid 
reaches higher than recom- 
mended temperatures. The sys- 


Motorola Inc. announces the new 
“V.S.P.,” a vehicular speaker 
phone for “hand free” communi- 
cations convenience in the car. 
Now mobile telephone users can 
place or receive calls and engage 
in two-way conversations with- 
out lifting the handset. The 
“V.S.P.” is designed to enhance 


Custom Trim Products offers 
easy-to-install, _self-adhering 
wheel well molding in 20-foot 
lengths. This molding is prim- 
arily used for wheel well open- 
ings and is especially handy for 
small cars, many of which ar- 
rive from the car factory with- 
out wheel well moldings. Manu- 
facturer: Custom Trim Prod- 
ucts, 4911 Grant Ave., Cleve- 
land, OH 44125. 


tem installs in minutes using 
simple hand tools. Manufactur- 
er: Hayden Inc., 1531 Pomona 
Rd., P.O. Box 848, Corona, CA 
91720. 


user safety and convenience in 
conjunction with Motorola’s 
“PULSAR II” mobile telephone. 
A compact, external microphone 


is mounted to the sunvisor or 


headliner in the vehicular speak- 
er phone system. Once a dial tone 
is received, the user simply de- 
presses a button to initiate the 
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A reversible sideview mirror 
has been introduced by Electro- 
dyne Inc. The mirror is rectan- 
gular in shape and measures six 
inches in width. It features a 
coated, anti-glare lens. The new 
Sportsman reversible mirror 
has a swivelling head that ro- 
tates on a central post. By simp- 
ly turning the mirror head, a 
left or right application is 
achieved. All Sportsman mir- 
rors come in a textured matte 
black finish. A unique bracket 
design provides for easy mount- 
ing without the need for outside 
screws. Manufacturer: Electro- 
dyne Inc., 2316 Jefferson Davis 
Hwy., Alexandria, VA 22313. 


ee 


call and converses in a normal 
tone of voice, leaving his or her 
hands free to contro] the automo- 
bile. Pressing one button on the 
handset automatically places the 
unit in readiness for the next 
call. Manufacturer: Motorola 
Inc., 1301 E. Algonquin Rd., 
Schaumburg, IL 60196. 


ORDER AC 
CRUISE CONTROL 
ON YOUR NEW 
J CARS. 


NOW AVAILABLE FOR BOTH MANUAL 
AND AUTOMATIC TRANSMISSIONS. 


For years, AC Cruise Control (K-35) has been a popular @ |t can be set to maintain lower, fuel-saving speeds. 
option on larger cars. Now GM dealers are ordering it @ AC Cruise Control provides the added convenience 
at a record pace on their new smaller cars—for a lot of of the “Resume Feature.” 

good reasons... . @ It's easy to sell from inventory because people try 

@ Cruise Control can add profit for the dealer. ..and value it and like it. . 

for the customer at resale time (according to recent Blue @ AC Cruise Control is specifically engineered for the 
Book, Red Book and N.A.D.A. Used Car Guides). GM car in which it is factory-installed. 


Specify K-35 for your demos and inventory. 


AC Spark Plug 


AC Spark Plug Division, 
General Motors Corporation, 
1300 N. Dort Highway 
Flint, Michigan 48556 
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NEW CAR DEALERS HAVE CONTRACTURAL WHOLESALE 
PROTECTION WITH LOCAL CENTERS 


7171 N. Federal Hwy., Boca Raton, FL 33431 (800)327-9756 Ste61 Potagiyooes World Emerprises, tc 


